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A great leap ‘forward, a lor '-awaited 
liberation and indeed a revolution! Last 
year when the Narsimha Rao government 
launched its propaganda blitzkrieg to 
present its sellout tothe IMF as a veritable 
| national nirvana, our booklet was a stub- 
born attempt at calling their bluff. 

On the first anniversary of the Struc- 
tural Adjustment Programme asthe goons 
of globalisation continue vandalising 
decades of hard-won Indian sovereignty, 
we are back with the second edition of the 
booklet. 

We have added roth i new chapters be- 
sides updating figures and facts. Also 
included is a pullout of a snakes-and- 
ladders game which symbolises the struggle 
of the common Indian ‘consumer’ to sur- 
vive the onslaught of the ‘snakes’ lurking 
at every step. 

Our first attempt at quéstioning, criti- 
cising and even lampooning the new eco- 
nomic policies had received an inspir- 
ingly enthusiastic response. We would like 
to thank all those who helped make this 
booklet possible and its sale successful. 


1. Bull, Boom, Bust! 
2. Operation SAP I: 
Free Market Farces 
3. Operation SAP II: 
Grave New World 
4, Dollar-Rupaiya, 
Bhaiya-Bhaiya? 
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eval, Boom, Bust! 


APRIL 2, 1992. On the morrow of All Fools’ 
Day, the ‘Ayodhya’ of Indian capital, the 
Bombay Stock Exchange, revealed the first 
ugly chinks in its armour. The BSE’s high- 
profile broker, ‘Big Bull’ Harshad Mehta, was 
raided by tax officials. After two months of in- 
cessant boom, the share market went on a 
tailspin. By April 28 the chinks had grown into 
a gaping chasm full of scandals unprecedented in Indian financial history. 
What had been proclaimed to be the beginning of the Indian economic 
miracle proved to be the end of the first hot-air balloon floated by the 
Narsimha Rao regime: 
And what a spectacular balloon it was! The pre-budget Economic Survey 
of the government had painted a grim scenario - fall in exports, decline in 
industrial output, stagnation on foodgrains front, drop in economic growth, 
double-digit inflation... But came the budget and defying all economic sense 
the Bombay stock market went mad. Just two hours of frenetic trading 
immediately after the presentation of budget saw a sharp 200-point rise in 
the Sensitive Index of the country’s premier Stock Exchange in Bombay. 
What more proof could you demand to confirm the popular enthusiasm 
unleashed by Manmohan Singh's revolutionary budget! The claims grew 
louder and louder as the BSE 
Sensex, which had begun 
the year at around 2,000 
reached a record 4,467.32 
points by April 22. 
The mesmerised media 
had little ears for the critics 
~who pointed out thatthe boom 
in the stock-market did not 
reflect any spurt in real eco- 
“nomic activity or fresh indus- 

trial investment. The trade aD is 
had been largely in old scrips and that too with little consideration for the 
profitability of the companies concerned. Even equities o1 loss-making sick 
units fose enormously. But now we know that what lay behind the’soaring 
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share prices was notjust reckless speculation but intricate manipulation by 
an unholy bank-broker-big business nexus. 

Even as the full dimension of the stockmarket scam waits to be fathomed 
out, itis clear that Mehta’s speculative forays were financed by thousands 
of crores of rupees of public funds. Apart from the State Bank of India, United 
Commercial Bank and National Housing Bank - a fully owned RBI subsidiary 
- the needle of suspicion also points to 17 other public and private sector 
banks and three foreign banks. What had all these months been touted as 
the indisputable evidence of public support to the new economic policies 
has thus turned out to be only so much of orchestrated hype. 


Operation SAP I: 
Free Market Farces 


CORNERED BY the scandalous revela- 
tions from Bombay, the government is now 
trying to put up a brave front. We are being 
told that it was a case of “systems failure and 
irregularities” with “evidence of collusion on 
the part of some bank officials” and that, in 
fact, “No official, big or small, is going to be 
He Ysohud: spared”. The question, however, is not just of 
punishing Harshad Mehta or a few officials, howsoever big. For the BSE 
scam isno aberration. It epitomises the essential falsity and fraudulence 
of the new economic policy itself which thro:igh clever propaganda has 
glamourised our abject external dependence asthe ultimate status symbol. 
The illusory euphoria of the stockmarket and the hard economic reality of 
all-pervasive stagnation are but two sides of the same coin. Now a look at 
the other face of the reforms. 

Economic Growth: The GDP growth rate has come down to 2.5% as 
against the average growth rate of 5.6% in the previous 11 years. For the 
first time in last ten years, industrial output registered an absolute decline 
of 0.9% between April and December 1991. The decline was sharpest in the 
manufacturing sector - over 2.6% - while that in mining was 0.6%. Produc- 
tion of foodgrains also fel! from 176.2 million tonnes last year to 172 million 
tonnes, a shortfall of 10 million tonnes from the year’s targeted output. The 
government would have us believe that the whole thing is a temporary 
problem, caused by a difficult foreign exchange position and consequent 
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restrictions on imports. But in reality, the steady scaling down of public 
investment and the entire planning process has taken a heavy toll of 
the infrastructural sector, particularly in core areas like power, transport, 
shipping and telecommunication, cutting at the very roots of our economic 
base. The fallin agricultural output has also taken place ina year of normal 
monsoon which can only signify the setting in of a long-term stagnation. 

Prices: The promise was. to roll back prices of essential commodities 
within 190 days of Congress(I)’s return to power. Prices have instead kept 
soaring higher and higher. The official rate of inflation hovers around 13%, 
while for the common con- 
sumer at the retail market 
prices are going up at any- 
thing above 20%. And no 
group of commodities is ex- 
empt ' from this inflationary 
onslaught. With the govern- 
ment trying to reduce deficit 
by enforcing an across-the- 
board rise in excise duties, 
jacking up issue prices of ; 
foodgrains and administered “"S, ‘i ab Cen 
prices of all infrastructural goods and services and slashing subsidies and 
_imports being rendered costlier through devaluation and partial converti- 
bility of the rupee, there seems no escape from the clutches of runaway 
inflation. 

Job Opportunities: According to a Planning Commission estimate, 3.5 
million job opportunities were lost in the first year of the programme. As a 
result, the backlog of open unemployment (the shortfall in generation of 
new employment opportunities) has increased to 17 million jobs this year 
from about 13 million last year. In addition, the threat of joblessness looms 
large over nearly a million workers in sick units. According to independent 
estimates the structural adjustment programme will result in the unemploy- 
ment of four to eight million people in 1992-93 and four to ten million more 
in 1993-94. Experts also warn that the increase in unemployment will 
be particularly felt in the informal sectors while in the organised industrial 
sector, there will be increasing casualisation of labour. 

Poverty: A study by the pro-reform Indian Council. for Research in 
international _Econoinic Relations has revealed that in the first year of 
structural adjustment, another 22.5 million additional persons were pushed 
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down the poverty line. With rise in foodgrain prices and reduction in food 
subsidy, the public distribution system (PDS) has been pushed to the 
brink of breakdown. The revamped PDS.campaign launched in January 
this year covering some 1,700 remote rural blocks will remaina hoax unless 
prices are brought down and supplies increased. The phenomenon of 
starvation deaths is no longer confined to drought-hit Kalahandi. Hunger- 
related deaths are now as common among weavers in Andhra Pradesh 
and sick industry workers in West Bengal as among toiling tribal masses 
in Orissa and Madhya Pradesh, Tripura and Maharashtra. 

Exports: Between April 1991 and February 1992, exports in dollar 
terms fell by 2%. The disintegration of the Soviet Union and the traumatic 
transition of Eastern Europe from the Soviet camp to market-friendly global 
capitalism have caused big jolts to Indian foreign trade. The prospect of 
enhancing exports to the recession-ridden industrial economies of the 
western world too remains quite bleak. And if the Dunkel proposals and 


Open! No Shame!! No Shame!!! 


penal duties imposed on Indian drug exports to the US under the Special 
301 provision are any indication, Indian exporters will continue to face an 
extremely rough weather in the global market, and all this despite devalu- 
ation and faithful adherence to the Fund-Bank prescriptions. 

FOREX Reserves: The foreign exchange position of the country is of 
course no longer as precarious as it had been a year ago. Froma bare 975 
million dollars in July 1991, the reserves reached a rather comfortable 5,631 
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Report Card of Reforms 
ITEM PERFORMANCE REMARKS 


1. External Debt Up from $ 70 bnlast year — Debt-servicing exceeds 
to $ 74.75 bn in 1991-92 Rs. 10, 000. crore mark 


2. Industrial Growth — Decline of 2.6% ia Whither MRTP. abolition 
manufacturing sector, and delicensing? 
overall decline of 0.9% 


3. Foodgrains Output Down from 176.2 million Stagnation due to criminal 
tonnes last year to 171.2 neglect of rural sector 


million tonnes 
4. Exports Fall of 2% in dollar And this despite over 30% 
(April 91 - Feb 92) — terms, trade gap of 2.3 devaluation of the rupee 
billion dollars since July 1991 


5. Forex Reserves Up from 975 million dollars And every dollar of this in- 
in July 91 to $ 5,631 million crease is due to fresh loans, 


by March 92 and not from actual earnings 
6. Inflation General inflation of 13%, In fact, prices have jumped 
over 20% in foodgrains arbitrarily with speculators 


and hoarders making merry 


7. Employment 16 to 20 million likely to Apart from retrenchments 
lose jobs in next 2 years in organised sector worse 
affected will be millions 
in the informal sector 


8. Poverty Another 22.5 million pushed What happened to the 
below poverty line, starvation much-trumpeted ‘safety 
deaths spread all around net’ and revamped PDS? 


million dollars by March 1992. But this recovery is however not due to any 
upswing in export performance or any narrowing down of the trade gap, 
which stands at astaggering 2.3 billion-dollars. Apart from last year’s 
import curb measures, the improvement can only be explained in terms of - 
high-cost, high-conditionality fresh borrowings contracted from IMF and 
other sources. The debt-burden has consequently shot up to a phenomenal 
74.75 billion dollars, i.e., Rs. 2,25,000 crore, while our annual debt-servicing 
obligation has exceeded the alarming Rs. 10,000 crore mark. 


Operation SAP II: 


Grave New World 


HAVING ALREADY carried out or at least 
firmly initiated the core of the structural 
adjustment programme, namely, devaluation 
and partial convertibility of the rupee, removal 
of almost allchecks on imports, freedom for 
private domestic and foreign capital to enter 
and expand in every sphere. of the national 
economy, reduction (‘rationalisation’) of taxes 
for the wealthier sections and legitimatization of all their speculative and 
black income, and lowering fiscal deficit by slashing the quantum of 
subsidies and public investment and the degree. of state’s intervention in 
the economy - the government and its Fund-Bank consultants are now 
shifting their focus to the following issues which are likely to prove much 
more contentious than the above reforms. 

Exit Policy: Ostensibly, the idea is to facilitate free closing down of all 
‘non-viable’ industries and enhance the mobility of capital. But asin the case 
ofall black laws which are enacted with a selective scope and then gradually 
generalised, the exit policy is also bound to be used in a sweeping way 
against workers in all branches of production. For, as a World Bank paper 
on “Regulation of Labour and Labour Relations” puts it, the essential 
argument is that the stagnation in employment growth in India is because 
of ‘excessive labour protection’ and that to overcome it, the ‘highly 
privileged’ organised labour should be subjected to ‘competition’ from the 
millions of unorganised workers. 

In all likelihood, the government will try to realise the exit policy through 
a series of amendments to various existing labour-related laws. Among the 
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Salient recommendations made by an Inter-ministerial Working Group on 
Industrial Restructuring are: 

(a) abolition of Sections 522 to 527 of the Companies Act to rationalise 
the liquidation and winding up proceedings of a company, 

(b) setting up of registered auction and debt realisation centres around 
the country to speed up the process of liquidation of sick units, 

(c) empowering the Board for Industrial and Financial Reconstruction 
(Board for Industrial Funeral Rites!) to issue final orders for liquidation of 
companies without reference to any higher court, and 


(d) investing employers with much greater authority to retrench or lay 
workers off. 


[EXIT POLICY os 


Already, the Sick Industrial Companies Act has been amended to extend 
the purview of the BIFR to sick public sector units as well. As many as 58 
sick PSUs have already been referred to the BIFR and 47 of them are 
reportedly marked for closure. A National Renewal fund has also been 
launched with World Bank assistance, ostensibly to provide .a measure 
of economic security and redeployment facilities to the affected workforce. 

Privatisation: In India, this phenomenon is unlikely to proceed in the 
straightforward manner it has happened in B, «in or nearer home ir 
Pakistan. What we are witnessing here is a kind of gradual and backdoor 
privatisation: selling of public sector shares to private hands, converting 
public sector units into joint sector by allowing massive private and foreign 
equity participation - to the extent of 49% and even 51% in some cases, 
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farming out or sub-contracting public sector production and services 
increasingly to private hands and so on. Also by encouraging private 
sector entry into areas reserved earlier for the state sector, the relative 
importance of the latter has been subjected to a steady erosion. 

To reform the banking and insurance sector, the government has 
already come up with the Narsimham Committee report. Instead of direct 
denationalisation of public sector banks, the government seems to be 
opting for an indirect way. The gameplan is that private and foreign banks 
will be allowed to freely expand their operations and the proportion of 
priority sector lending by public sector banks wil! be progressively brought 
down toas lowas 10%. The subversion of the prioritities and objectives 
of public sector banks will thus be complete even without formal denation- 
alisation. 

Curbs on TU Rights: Efforts are on to curb trade union rights by 
amending acts like the Industrial Disputes Act and Trade Unions Act and 
emasculate and sanitise the trade union movement by limiting the number 
of trade unions in every industry and raising the requisite membership 
strength for awarding registration to new trade unions and derecognising 
the struggling unions wherever possible. In his Republic Day speech this 
year, the President called fora two-year ‘voluntary’ embargo on strikes 
and lock-outs. 

Incidentally, even without any explicit general ban on strikes and other 
militant forms of trade union struggle, the government and big capitalists 
have been quite effective in enforcing industrial ‘peace’ on the workers. 
A recent study of industrial conflicts in the country shows that in 1990, the 
incidence of industrial disputes, workers involved and mandays lost were 
only 40%, 50% and 61% respectively of the 1970 level. More strikingly, in 
the 80s the number of mandays lost due to lockouts has overtaken that 
due to strikes, indicating the employers’ aggressive bid to cow down 
workers with threats of closure. 

De-subsidisation and marketisation: The World Bank has long been 
pressing for a drastic reduction in subsidies so that prices of all goods and 
services, essential and luxury alike, are determined ‘freely’ at the market 
through an unregulated interaction of the forces of demand and supply. 
The 1992-93 Central Budget and various State Budgets have already gone 
along way towards accommodating this cardinal Fund-Bank principle. 
Railway and_ bus fares, electricity rates, milk prices, educational fees, 
allhave been revised upward. The University Grants (Graves?) Commis- 
sion has asked the universities and colleges to generate their own 
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BUDGET ’92 


The SAP Strap | 


; F last year’s budget had announced the launching of the notorious Structural 
Adjustment Programme (SAP) under the Fund-Bank tutelage, Budget '92 only 
tightened the SAP strap around the nation’s neck. The rupee was devalued once 
again, this time through the backdoor, as the budget declared 60% of all foreign 
Currency inflow convertible in the open market. The inflationary toll has already 
begun with the prices of all imported inputs skyrocketing. Also stoking the 
inflationary fire were steep hikes in excise duties of almost all essential commodities. 


Keeping in tune with IMF diktat to reduce the overall fiscal deficit, Budget ‘92 
has complied fully with the brunt of both expenditure cuts and revenue mobilisation 
borne entirely by the poorer sections. So while concessions are heaped upon the 
rich with cuts in weaith tax, expenditure tax and even income tax in the higher 
brackets, the common man is left to contend with a slash in food subsidies as well 
as health, education and rural welfare spending (see table). 

The budget also revealed its skewed priorities by announcing wideranging 
reduction in custom duties and all sorts of red carpet schemes to coax smugglers, 
hawala traders, and tax evaders of all shades to part ‘legally’ with money made 
illegally. The gold bond scheme introduced for converting black money into gold with 
no questions asked is an incentive only to tax evaders who are delighted to have a 
government that whitewashes their crimes instead of punishing them. 


ITEM 1991-92 1991-92 1992-93 %changein | 
in Rs. crore Budaet Revised Budget) real terms * 
Rural Development 3,521 3,021 3,113 22 | 
Food Subsidy 2,600 2,850 2,640 -10 
Education | 1,750 1,679 1,725 -13 
Health 548 525 560 -10 
Urban Development fade ye Pe 732 -12 
Small-scale and 598 547 517 -24 
Agro Industries 
Water Resources = 346 322 330 18 | 


* = comparison between Budget estimates of 1991-92 
on the basis of 12% inflation rate 


— 


resources for even paying dearness allowances to teachers and funding 


basic facilities for the educational community. Proposals ordering fresh 
hikes in petrol and diesel prices and scrapping food subsidy for the urban 
middle class are reportedly awaiting the government's green signal. Andthe 
list is endless... 


Dollar-Rupaiya, 
Bhaiya-Bhatya?. 


NOW LET us note some of the major 
political implications andlessons of the new 


economic policy are supplemented by a 
matching shift in foreign policy. Rarely in the 
four decades of Indian Independence has our 
foreign policy been marked by such:a blatant 
pro-Americanism stretching from India’s blanket 
support to U.S. positions and actions on every international controversy 
to joint naval exercises on Indian Ocean. The traditional rhetoric of 
“non-alignment” and “South-South cooperation” is being increasingly re- 
‘placed by the phraseology of “global integration” and “North-South 
. interdependence”. And as far as the ruling classes are concerned, this 
transition from ‘Nehruvian socialism’ to market-friendly capitalism has 
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economic. regime. Firstly, the changes in — 


been nothing more than shedding a long worn-out mask. 

Admirers of Nehru in the Left may still feel haunted by the nostalgic 
memories of his alleged ‘socialist, anti-monopoly economic orientation’ 
and ‘anti-imperialist non-aligned foreign policy of the Nehru-Indira era, but 
barring a few discordant notes here and there; there has been no serious 
dissension within the Congress over the new policies. in fact, the new 
policies have also added a new dimension of collaboration to the 
traditional rivalry between the two main parties of the Indian Right, the 
Congress and the BJP. Any effective opposition to the new policies must 
also be able to counter this unity and consolidation of the Indian Right 
with a matching unity of purpose and action on the part of the Indian Left. 

Secondly, while it is true that the Indian ruling classes have to come to 
terms with a growing neo-colonial offensive, we must not take a simplistic 
view of the whole situation. The new economic policy is not just something 
imposed by the IMF-World Bank lobby on a reluctant Indian ruling elite, it 
is more of ajoint venture of 


the Indian rulers and their HIER 1 helieve i 
imperialist partners. Naturally, 9 “a wd elieve in burning 
while the formulationandex-  /(< * »5/ foreign goods. 


ecution of the new policies p ples & 
are marked overwhelmingly Pre, ~&i ENSOF 
by concurrence and collusion Hedges, 
between the two, conflicts and 
frictions, though of secondary 
importance, are also integral 
features ofthis collaboration. 
The whole argument of the . ) 
neo-swadeshi advocates pitting ‘Indian’ goods and industry against goods 
produced by Indian subsidiaries of foreign multinationals negates this 
complex integral relation and assumes a simple and false dichotomy 
between Indian big business and their foreign collaborators. 

We must remember that even though the new economic and foreign 
policies have taken aheavy toll of our limited bargaining strength in the 
global economy, it is perfectly possible that on specific issues of the new 
package some Rightwing leaders or maybe even the government itself 
adopt an oppositional stand. But that does not mean that we should single 
out the foreign aspect of the new economic design and run after a broad- 
based all-party natidnal opposition to the neo-colonial offensive. The time 


has come to reject the old false and self-defeating concept of patriotism 
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to be precise.” 


or swadeshi which fights foreign capital only to sacrifice the working people 
at the altar of its Indian counterpart. Today’s new patriotism must establish. 
the paramountcy of the wellbeing of working India. Instead of denouncing 
foreign capital in the abstract it must take on the integrated Rupee-Dollar 
nexus. 

And last but notthe least, there is the question of providing an alternative 
economic policy. The biggest argument of Narsimha Rao is his plea of. 
‘helplessness’: there is no other alternative, IMF is the only option and 
naturally we will have to comply with some of its conditionalities, of course, 
only in our best national interest! Obviously, just as the old model of 
command economy and state socialism has proved incapable of standing 
up to the latest challenges of world capitalism, in India we cannot fall back 
upon the old slogans and practice of planning, public sector and self- 
reliance to resist the Fund-Bank model. Economic modernisation and a 
drastic overhauling of the. public sector are clearly an urgent agenda of 
reform that no one can ignore. 

But our experience with ten years of economic liberalisation and espe- 
cially with last one year’s structural adjustment programme shows equally 
clearly that on the existing institutional basis no amount of reforms can 
convert India into a real economic success-story. It can only give us more 
foreign debt and financial scandals. These days, it has become fashionable 
among Indian policy-makers to cite the growth experience of the newly 
industrialised smaller Asian economies like South Korea, Taiwan, Malaysia, 
Thailand and even port-states like Singapore and Hong Kong! The compari- 
son is misplaced on more counts than one : firstly, India is too big, too 
complex and too different from these countries, and secondly, even in a 
country like South Korea, the reforms have been implemented in a much 
more selective way and on a much more sound infrastructural footing. ~ 


INDIA’S DEBT-SERVICING BURDEN 
(In Rs. Crore, calculated on the basis of Rupee-Dollar 
Exchange Rate in the wake of July 1991 Devaluation) 


ee 


ee een 
YEAR Govt.oF INDIA PROJECTION Wor.p BANK PROJECTION 
Principal ‘Interest Total Principal Interest Total . 


92-93 6,907 6,266 13,173 7,528 7,830 15,358 
93-94 8,197 6,152 14,349 8,320 10,420 18,740 
94-95 9,050 5,826 14,876 9360 11,320 20,680 
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HINESE ECONOMY 


Neighbour’s Envy, 
Owner’s Pride! 


A? Indian policy makers go hunting around the globe in their quest tor free 
market models to ape, right at their doorstep an economic miracle 
awakens. Putting the market mechanism and material incentives to creative use, 
Socialist China is an example of what rapid growth can really mean given the right 
‘socio-economic base and leadership. Consider the facts: 
During the Eighties, China 
- Doubled her per capita income, 
- More than doubled her GNP, 
-Trebled exports from $ 18.1 billion to $ 62.1 billion, 
- Increased foodgrain output from 300 million tonnes 
to 435 million tonnes, 
- Raised production of steel from 37.12 million to 66.04 
million tonnes ,coal from 620 to 1,080 million tonnes, 
and cement from 80 to 203 million tonnes, 
- Increased generation of electricity from 300 to 618 
billion kwh and crude oil production from 106 to 
138 million tonnes. 
Today China is the world’s fourth largest producer of steel, chemical fibre and 
non-ferrous metals. Itis also the single largest producer of foodgrains, cotton, meat, 
textiles, cement and machine tools. And all this was achieved while keeping the 
inflation rate down to a little over 1 per cent till the end of the decade. 

The rapid expansion of exports has been achieved- through a qualitative 

_ Change in its entire export structure with manufactured goods now accounting 
for 70%, of this capital goods alone form 34%, the rest being readymade garments, 
consumer electronics, telecommunication equipments, toys and machinery. 

Among the developing nations, today China has the most comfortable 
indebtedness position with external debt standing at 43.9 billion doilars and with a 
debt-servicing ratio of just 9%. 

The transformation has been most momentous in the Chinese countryside 
where small ana medium entreprises have sprung up by the millions providing 
employment and checking migration to urban areas. In 1989 these entreprises 
exported over 10 billion dollars worth of goods and services. 

While these dramatic developments have not been without negative social 
fallout like the weakening of social welfare measures and growing commercialisa- 
tion of life the lessons for acountry like India are obvious. First get rid of all medieval 

vestiges, carry out land reforms, develop the skills of the masses and then aspire 
for the moon. 


The bankruptcy of our new economic policy is best exposed when we 
compare our economy with China’s, the only real comparable experience. 
The more our policy-makers try and justify the reforms here by drawing 
parallels with the Chinese reforms, which appear not only similar but even 
much bolder at times, the more the Chinese experience stands apart by 
virtue of its incomparably superior results (see box). Evidently, while China 
with her sound economic infrastructure and a much more modern and 
developed institutional framework has found her own suitable course of 
reforms, we are still a hostage to our colonial legacy, looking for prosperity 
through blind imitation of others’ experiences and faithful implementation of 
Fund-Bank prescriptions. 

The fight against the new economic policy is ultimately a struggle for 
an economic road suited best to our specific conditions and national 
interests. And whatever mode of transport we may take, the following 
direction is a must - radical agrarian reforms as the key to all economic 
development and modernisation; revamping of state sector in core areas 
with particular emphasis on democratic management; decentralisation of 
ownership in industry; incentive to native entrepreneurship; and top priority 
to investment in people with emphasis on development of skills and de- 
mocratisation of social life. Any other path, however glamorous, can only 
lead to the dead end of endless dependence. 


‘Remember us? We came once before 300 years ago. 
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Over two centuries after a motley cau- 
cus of treacherous princes, merchants and 
feudal lords sold the subcontinent to the 
British, their present-day progeny have 
done one better by selling the nation to the 
entire world. The new economic order being 
ushered in by the Congress(I) government 
as part of the IMF package can be des- 
cribed as nothing else but a blueprint of 
mindless economic and political self-de- 
struction wrought on the nation bya bank- 
rupt ruling class. Herein this booklet, the 
Indian People’s Front exposes the disas- 
trous implications of the new economic 
package for Indian sovereignty and de- 
mocracy and presents the radical way out. 


1. Calendar of Capitulation 
2. “IMF Lao, Desh Bech Aao”’ 
3. Flashback 1981 
4. Liberalisation: 
The 21st Century Fix 
5. Sabse Chhota Rupaiya! 
7. Budget 1991: 
Quack, Quack! 
8. The Way Out 
9. A Crow in Peacock 
Feathers? 


10. No Passaran! 


[CI STSUNYWO GA] 


IMF s Ten Commandments 


1. 


Thou shalt worship me as thy only money god. 


2. Thou shalt not seek any other means of raising thy 


10. 


foreign exchange. 


. Thou shalt devalue, first, thy currency and then thy 


self- respect. 


. Thou shalt open up thy economy and allow us to seal 


your fate forever. 


. Thou shalt not deny our multinational aitjols: the 


right to sell toothpaste and potato chips to thy 
people (and also gas them to death occasionally 
if required). 


. Thou shalt allow us to purchase thy real estate now 


and thy state later. 


. Thou shalt never commit ‘default’ery and shalt 
- continue to service thy debt till thou droppeth dead. 
. Thou shalt not covet thy neighbours’ low debt-service 


ratio or self-reliant growth. 


. Thou shalt appoint my men as thy policy-makers. 


As ageneral principle thou shalt crawl when thou art 
asked to bend. 


The Bible of Debt 


STATUE OF LIBERALISATION 


oe 
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Calendar of Capitulation 


@ JUNE 21, 1991. Pamulaparti Venkata Nar- 
simha Rao is sworn in as the Ninth Prime 
Minister of India. Heading a minority Congress(I) 
government at the Centre. The Finance port- 
folio goes to Dr. Manmohan Singh, former 
Governorofthe RBI, former economic adviser 
to the government, former IMF World Bank 
consultant. The same evening, a grim-looking 
Rao, in his first televised address to the nation warns about the 
_ difficult crisis facing the Indian economy and about the “harsh, 
unpopular but unavoidable steps” his government may soon have 
to take. 

@ July 1, 1991. RBI announces a 10 per cent fall in the value - of 
the Indian Rupee vis-a-vis the US Dollar, the British Pound, . the 
Japanese Yen and the German Mark. The ruling party describes it 
as a “routine RBI operation”. The big lie is soon exposed when 
another 10 per cent devaluation is declared on July 3. 

@July 4. Commerce Minister P. Chidambaram declares a new 
trade policy. All residual restrictions on imports are lifted with a 
single stroke of the pen. Rao again goes on the air and says, 
"complex maladies call for drastic remedies”. 

@ July 4, 7, 11 and 18. The government airlifts a total of 46.91 
tonnes of gold to London as security ao aHnst & a short term loan of $ 
400 million from the Bank_ of 
England. 

e July 24. The government 
announces the new industrial 
policy. The word monopoly is 
banished from India’s indus- . 
trial dictionary. Licensing 
hassles are removed for all 
but eighteen industries. Most 
industries are also granted 
automatic approval for for- 
eign technology agreements 3 
and 51% participation of foreign equity. And the territory “of 
private sector is extended to all but eight industries. 
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The same evening, we have the long-awaited budget. Fertiliser 
prices are raised by 40% (later the hike is brought downto 30%) and 
ration sugar declared dearer by a rupee per kg. Petrol and cooking 
gas are rewarded a 20% price-hike. Other less fortunate commodi- 
ties attract only a 5% hike in excise duty. The campaign for 
privatisation is declared open with a Rs. 2,500 crore sale of 20% 
equity of selected public sector undertakings. 

Meanwhile, all through July New Delhi keeps playing host to 
successive teams of IMF and World Bank representatives. Official 
propaganda is of course not allowed to get polluted with minor 
details like the agenda and outcome of these meetings. But thanks 
to the print media, we all know the state secret that the 
government is negotiating a $ 5-7 billion loan from IMF. In lieu of its 
commitment to carry out a typical IMF package of “structural 
reforms” 


“IMF Lao, Desh Bech Aao!” 


WHAT ARE the official excuses and argu- 
ments being touted in defence of this drastic 
move described as a ‘revolution’ of sorts by the 
media? Let us take you to one of those numer- 
ous paid or honorary peddlers of our ‘new. 
economic order’ 

“Well, to begin with, the country badly 
needs a fund of foreign exchange (forex) to 
tide over its acute balance of payments crisis. The Gulf War, you 
see, has delivered a damaging blow to our forex reserves. Infact, 
we do not even have the forex stock to foot the import bill fora month. 

“Secondly, our credit-rating has fallen considerably in the 
global market. And we also have to repay our old debts along with 
the due interest. But, few would today risk lending money to us, 
even our own non-resident Indians have started withdrawing their 
short-term deposits in India. So if we are to defend our dignity as 
a debtor, a loan from IMF is the only option. It would alsoserve as 
a good-character certificate and improve our creditworthiness. 

“Did you ask about the conditionalities? Yes, conditionality is 
inevitable, but we will not accept any condition which is 
inconsistent with our fundamental national interests. Moreover, 
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you see, the whole world is doing it. No fool would today dispute the 
virtues of free trade, free market, free competition and free growth 
of capital. 

“Of course,.since we have 
got used to the culture of 
subsidies and spoonfeeding 
and the habit of full pay and 
no work, the adjustment would 
hit us in the beginning. But 
never mind, the government 
is arranging a safety net for 
the vulnerable and poor. 

“And after all, no price | 
could be too big for the eco- B. Rr ow Ne 
nomic miracle that awaits us atthe end of the tunnel. In three 
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Flashback 1981 


DID YOU find anything new in these argu- 
ments and assurances? Didn't you hear the 
same clamour in 1981 when we had our first 
big brush with the IMF and more so in 1985- 
86 when every day Rajiv Gandhi was taking 
us into the Twenty First Century? 

The 1981 IMF loancame inthe wake of the 
, second oil shock. Between 1979 and 1981, 
the Organisation of Petroleum Exporting Countries had raised the 
global price of crude from $ 13 per barrel to around $ 35 per barrel. 
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However, the forex position of the country was nowhere near as 
bad as it is today, thanks to hefty remittances from Indians toiling 
in the Gulf. Moreover, with the breakthrough in Bombay High, our 
own production of crude oil was fast picking up. Yet, overriding all 
opposition, Indira Gandhi went to the IMF and by November 1981, 
we had an IMF loan of $5.3 billion (Rs. 5,500 crore in terms of the 
then exchange rate of the rupee). 

All criticism of the loan at that time was dismissed as ‘so much 
of false alarm’. On the face of it, the situation too seemed to: 
corroborate the official position. There was no immediate and 
palpable capitulation to IMF conditionalities. On the contrary, we 
were treated to a ‘reassuring demonstration of the inherent 
resilience of the Indian economy’ when the government boastfully 
turned down the third instalment of $ 1.8 billion that was due in June 
1984. And it was with this exuberance of renewed confidence that 
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the new ‘Palmolive-look’ Rajiv government, arme © «'n the biggest 
ever parliamentary majority in Indian history, launched its first big 
drive towards economic liberalisation. Could anyone then dare 
suspect any organic linkage between the 1981 IMF: loan and the 
4985 campaign for ‘long overdue economic reforms’? 

But today as the government approaches the IMF for a still 


bigger loan, the emperor has no clothes on. 
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@ India today ranks third after Brazil and Mexico in 
the list of borrowing nations in the Third World. 


@ Our total external debt has risen by $ 50 billion in 
10 years, from $ 20 billion in 1980 to $70 billion in 
1990. In rupee terms, it’s a 10-fold jump in 10 years. 


@ /n per capita terms, every indian has a foeign loan 
of over Rs. 2,000. In other words, every Indian family. 
of five has a debt-share of Rs. 10,000. | 


@ Viewed nationally, tocay our external debt equals a 
quarter of our national income, while debt-servicing 
Claims nearly a third of our yearly exports. 


@ While in 1980 our total external debt was of the 
order of Rs. 15,000 crore, in 1991-92 debt-servicing 
itself will be over Rs. 13,000 crore. Interest alone 
will claim a huge Rs. 7,000 crore or 1.25% of GDP. 


@ A loan of even $ 7 billion today from the IMF would 
be just sufficient to service our debt burden for only 
another year or so. 


Deceitfully, in 1981 the IMF and Government of India had 
assured the country, “The level of debt and its servicing burden 
would remain manageable. ... Total interest payments on external 
debt would at no time reach as high as 1% of GDP. And the ratio 
of outstanding debt to GDP would be no more than 13% towards the 
end of the decade.” Wil/ the IMF-WB or the Government of India 
take the responsibility for their faise promises and our real 
disasters ? 

Far from it. Leave alone accepting that they led the country up 
the garden path, they are not even prepared to pause for a review. 
We are told that the liberalisation we have had so far has been far 
too hesitant and halting to deliverihe goods. It is therefore time we 
gave up this path of measured and gradual reform and switched 
onto the hectic course of shock treatment - bold, rapid-fire, drastic 
changes. 
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Liberalisation: 


The 21st Century Fix 


soe ‘SHOCK THERAPY’ may be the buzzword 


for the 90s, but the fixation with the mantra 

of liberalisation is already a decade-old affair. 

All through the 80s, especially the latter half, 
eK m=z | wehave seenthe government relax and scrap 

one after. another the so-called controls it had 
imposed on domestic industry and foreign 
trade over the first thirty years of independ- 
ence. What has been the net outcome? The self-congratulatory 
official answer is that the country has notched up an impressive 
5.6% average annual growth rate in the 80s, which is almost 
double the 3.1% that marked the stagnant 70s. 

But like most economic data, this general graph of growth too 
conceals more than what it reveals. On a closer sectorwise view 
we find that'this overall growth rate of 5.6% splits up into 

@ an agricultural growth rate of just 3.7% and a foodgrains 
growth rate of only around 2%, the net result being a stagnant or 
even declining per capita availability of cereals and pulses, 

@ an average 6.3% annual swelling of the largely unproductive 
but highly decorative services. sector comprising categories like 
defence, administration, trade, /¢ aate 
transport, banking, insurance, ge $A, 
travel, tourism and so on, 

@ an annual rise of 6.9% 
in industrial output, pro- 
pelled primarily by consumer 
durables (23.9%), while ma- 
chine tools . and transport 
equipments reported a slower 
growth in the latter half of 
80s, cotton textiles stagnated 
with a ‘growth’ rate of 1%, and Tie 

@ what is most alarming, employment recorded an average 
annual growth rate of !ess than 2% in the public sector and an 
average annual fall of 0.12% in the private sector. 
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‘High Technology’ of Imperialism ! 


MNC Associate 
BATA INDIA 

BROOKE Bond INDIA 
CaDBURY’S INDIA 
COLGATE PALMOLIVE 


GODFREY PHILIPS 
HINDUSTAN LEVER 


ITC Ltp. 
JOHNSON & JOHNSON 


Mapbura Coats 
NESTLE INDIA 


Pepsi Foops Ltp. 
RECCKIT & COLEMAN 
THOMAS Cook 
UNION CARBIDE 
WIMCO L1tp. 


Goods produced/marketed 

Shoes, socks, readymade wear, leatherbags 
Tea, coffee, spices 

Chocolates, biscuits, ice cream 

Tooth paste, tooth and shaving brushes, 
shaving cream, soaps, cold creams 
Cigarettes, tea 

Soaps, tooth paste, margarine, shampoos, 
detergents, cleaning powder 

Cigarettes, hotel services, vegetable oil 
Ear buds, baby soaps, baby lotions, 
sanitary napkins 

Threads, textiles 

Coffee, tea, baby foods, dairy products, 
chocolates, noodles, ketchup 

Soft drinks, potato chips 

Boot polish, antiseptic lotion, soaps, barley 
Travel agents 

Dry cells, poisonous gases, skeletons 
Matches, salt 


For a more comprehensive picture let us look at some me 
details. The chart below will tell its own story. 


‘Growth’ Durine THE 80s 


e Assets of top 20 
business houses 


e The queue of 
sick industries 


@ No. of foreign 
collaborations 


e Remittances to 
foreign companies 


@ Deficit in foreign 
trade account 


e External debt 
e@ Internal debt 
e Fiscal Deficit 


@ Defence buaget 


@ Consumer price 
index (1960 = 100) 


So, thisis the true face of 
growth under liberalisation - 
capital-intensive and labour- 
displacing, pro-affluent and 
anti-poor, imported and bor- 
rowed. And today even as the 
intoxication of this wonder- 
druq wears off, we are being 
advised yet another dose of 
the same, and a stronger one 


at that! 


fourfold, from Rs. 8,500 crore in 
1981 to Rs. 34.000 crore in 1989 


nearly 10 times, from 27,000 in 
1981to 2.5 lakh in 1989 


threefold, from 2,700 in the 70s 
to 7,500 between 1981 to 1990 


fourfold, from Rs. 204 crore in 
1980 to Rs. 813 crore in 1986 


twice, from Rs. 5,800 crore in ’80 
to Rs. 10,600 crore in 1990-91 
nine times, from Rs. 11,298 crore 
in 1980 to Rs. 99,458 crore in 1990 
nearly six times, from Rs. 30,000. 
odd crore to over Rs. 1,70,000 crore 
five times, from Rs. 8,540 crore in 
1980 to Rs. 43,331 crore in 1990 
five times, from Rs. 3,500 crore in 
1981 to Rs. 17,000.crore in 1990 
twice, from around 400 in 1981 to 
nearly 800 in 1990 


Sabse Chhota Rupaiya! 


LET US start with the first salvo fired by the 
new Finance Minister - devaluation. With two 
strokes of the pen, the Indian rupee, and hence 
Indian goods, have been made 20% cheaper in 
the international market, while major foreign 
currencies and hence foreign goods have 
become that much dearer. The government 
says this will inhibit imports and encourage 
exports. But what does our experience say? What has really been 
the relation between the value of our currency and our foreign 
trade? 

®@ Between 1947 and June 1966, the value of Indian rupee was 
held constant vis-a-vis all majorworld currencies. During this period 
our exports grew by 100%, imports grew by nearly 175% and trade 
deficit by 500%. 

e@ Between June 1966 and 1989, the Indian rupee underwent 
a total devaluation of nearly 400% vis-a-vis the US dollar, i.e., the 
dollar became nearly four times dearer, while exports grew by 
300%, imports grew by 200% and trade deficit by 1,200%. 

@ As for our share in global exports, it is steadily declining. From 
around 2% in late 40s, it fell to necrly 1% in mid-60s and fufther to 
less than 0.5% by the late 80s. 

Clearly then, onalong-term basis, devaluation has certainly not 
helped either promote exports whichdepend more on other factors 
like the quality of products and the international trading environ- 
ment or check imports which are governed primarily by the thrust 
of the domestic economic policies. 

True, there was a temporary positive impact of the drastic June 
1966 devaluation on our trade front when our imports remained. 
largely constant while exports grew culminating in a rare trade 
surplus of Rs. 104 crore in 1972-73 before it was all wiped out by . 
the first oil shock of 1973. But here it must be remembered that 
while imports were curtailed due to growing self-sufficiency in 
foodgrains, the growth in exports was confined to our traditional 
Strongholds of raw materials and primary products like tea, jute, 
cotton and mineral ores which we have been sending out of the 
country since the days of Queen Victoria - surely not a healthy sign. 
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Now after the present devaluation, the question we are facing 
is how to increase our exports to a level where our overallearnings 
would more than offset the fall in prices. Let us look at the factors 
that are likely to affect our export prospects today. 

@ Domestically, due to the already rising prices of raw materials — 
as also the hike in the bill for imports (due to the same devaluation) 
required by Indian industries, our exports, especially items with a 
high import-content, may not neccessarily become cheaper abroad. 

@ Whatever positive impact devaluation is supposed to have on 
a country’s exports is only when there isa boom in worldwide 
trade. Under the present situation of falling demand in global 
markets coupled with strong protectionist barriers put up by ‘free 
trade’ champions like the US and stiff competition fromother Third 
World exporters, we may as well end up selling less and selling 
cheaper! ree 

And on the import front, it must be remembered that-unlike in 
June 1966 this time devaluation has taken place in aclimate of total 

import liberalisation. According to the new trade policy, every 
exporter is entitled to import o 
anything worth 30 to 40% of - 
his export earnings no mat- 
terwhethersuch imports have 
any bearing on his exports. 
Earlier, this import-for-replen- 
ishment facility was restricted 
only to selected exports and 
that too to an extent of 5 to 
20%. The Budget has also 
done its bit of import promo- 
tion by giving a concession of 
Rs. 822 crore in customs duty. Evidently, with no limits on ex- 
ternal borrowing and the huge funds the corporate sector is flush 
with, just making imports costliercannot check imports. lf anything; 
devaluation will only hike the import bill and leave the burden of 
trade deficit far more menacing. 
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India Pepsified 


ALONG WITH devaluation and trade lib- 
eralisation, the third crucial component of the 

@ present package of-structural reforms is the 
\) | newindustrial policy. Backed up by-the budget 
and supplementary provisions for small-scale 
industries, the new policy 

@ removes licensing requirements for all but 
18 industries and also the stigma of ‘monopoly’ » 
from all industrial houses regardless of the level of their assets, 
thereby allowing a free expansion, growth and operation of Indian 
big business; 

@ restricts the exclusive domain of the public sector to eight 
strategic industries concerning defence, atomic energy, coal, 
mineral oils, mining and railways and that too with plenty of 
loopholes for the private sector to make increasing inroads even 
into this so-called ‘prohibited zone’; . 

@ clears the way for automatic approval of foreign technology 
agreements and foreign equity participation upto 51% and even 
more in virtually all but a few industries; 

@ signals the formal beginning of the privatisation campaign with 
transfer of 20% public sector shares to private hands and 
legitimises the indiscriminate closure of ‘unviable’ industries by 
launching a token renewal and rehabilitation rise for the affected 
workforce; and 

®@ provides easier and greater avenues for big houses and 
foreign Capital to penetrate into the small sector and take _ full 
advantage of its lax labour laws by raising the investment limits for 
small-scale industries to Rs. 60 lakh and for ancillary and export- 
oriented units to Rs. 75 lakh and allowing 24% large sector equity 
participation inthe small sector. 
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' ARE & GLOBAL — 
a Live PHENORAENON?? 


You may be wondering about our coinage of the phrase, 
Pepsification. Well, we feelin more ways thanone, this term gives 
a more accurate description of the emerging shape of the Indian 
economy than ‘such conventional terms as privatisation or the 
jettisoning of the so-called ‘Nehruvian model’. Against the facile, 
compartmentalised way of viewing the Indian industry in terms of 
public vs private and domestic vs foreign sectors, Pepsi symbolises 
the increasingly open and aggressive alliance between Indian big 
business, foreign multinationals and the state and perhaps we may 
also note the indirect inclusion of the rising farm lobby. 

Consider the sheer contrast between what Pepsi Foods, a food- 
processing unitlocatedin Punjab and sponsored jointly by PepsiCo 
International (a US agrobusiness giant), Voltas (a Tata company) 
and the public sector Punjab Agro Industrial Corporation had 
committed to achieve during its clearance two years ago and what 
it has delivered since then. 

Wuat Peps! HAD PROMISED 

The agreement with Pepsi was that while spending just Rs. 37 
crore in foreign exchange over 10 years - including capital goods, 
raw materials, technology costs and dividend, - it would earn Rs. 
194 crore of foreign exchange through high value-added exports, 
thereby bringing scarce foreign exchange to the country and 
providing aprofitable commercial outlet for the Punjab farmer. Half 
of its turnover would be exported and 80% of its exports would come 
from its own plants. See 

Wuat Pepsi HAS DELIVERED 

Since inception, Pepsihas 
shown a threefold rise in its 
project cost. Complaining of 
all sorts of teething troubles, 
it has secured loans from the 
parent PepsiCo International, 
which are now to. be con- 
verted into additional equity 
forthe parent firm. The entire 
exports claimed by Pepsi - aes 
rice, fish and tea, apart from ae 
being traditional items that certainly do not need a multinational to 
export them - are proxy exports. While no advanced food-process- 
ing research is going on in its plants, Peps! has already ee 


‘Privatisation’ Begins at Home! 


HE ‘private’ vs ‘public’ debate is back. But while on earlier occasions, it used 

to be for or against nationalisation of sick private enterprises, now the agenda 
is privatisation of healthy public sector units. Or only ‘partial disinvestment of the 
share capital of selected public sector concerns to the broad investing public’, as the 
finance minister puts it. : , 

However, in India, this has always been more of a false debate hinged around 
unfounded assumptions. Historically, the Tatas and Birlas with their ‘pioneering’ 
Bombay Plan have been among the first to articulate the need for an extensive 
public sector to provide infrastructural support and key inputs to private 
industrialists. Nehru and Indira Gandhi draped this bare economic reality with the 
colourful camouflages of ‘socialistic pattern of society’ entirely to suit their own 
political convenience. 

A second and more basic point is that the public sector-occupying the so- 
called ‘commanding heights of the economy’ here has been anything but public. A 
more appropriate term for it would be state sector, for barrirlg a few exceptions the 
public sector in India is hardly distinguishable from the rest of governmental bu- 
reaucracy with all its characteristic features of ad-hocism and arbitrariness, delay 
and wastage. The private sector too is amisnomer. Itis asector which is generally 
controlled on narrow family lines and operates within the feudal framework of 
authority, but in terms of share capital and credit inflow, there is very little private 
about it. The contribution of the controlling families generally amounts to only around 
5 to 10 per cent, while the ‘public sector’ financial institutions and banks have an 
average stake of not less than 50 per cent. In fact, had the government's intention 
been justto raise funds through disinvestment, the more profitable ‘private sector’ 
shares should have been the most ideal candidates. 

The plea that privatisation would promote efficiency is a big black joke. 
Inefficient and corrupt management is identified asthe key factor behind the ailment 
of at least 75% of over two lakh sick units in the private sector. The real game plan 
behind the privatisation campaign is one of hitting two birds with one stone - 
transferring massive assets built with decades of public money and labour to the 
private empire of big business and tightening the screws still harder on the Indian 
workers. | 

This gameplan cannot be countered on the old plank of ‘public sector zindabad’. 
The legacy of arbitrary bureaucratic control over the public sector must go. The 
pointis to take the battle right into the enemy’s camp and fight for a greater 
public control and workers’ say in industrial ownership, management and, 
policy-making and bringing about a modern democratic industrial culture in 
place of the present family-controlled and bureaucratic set-up. In the face 
of the ongoing onslaught of capital, the Left trade union movement must also 
pay increasing attention to this emerging agenda of ‘privatising the private 
sector.’ 
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a good share of the domestic soft drinks and potato chips market 
with imported knowhow. And the Punjab farmer is now left at the 
mercy of Pepsi, for the kind of tomatoes he has started growing 
according to its Specifications are difficult to market elsewhere in 
India. 

We have singled out Pepsi, whose arrival two years ago was a 
clear indication of the Indian industrial policy completing a full circle 
since the throwing out of Coca Cola in the late 70s, only as the most 
striking symbol of our ‘new industrial order’. Like Maruti, Pepsi is 
also a telling example of the guiding role played historically by 
the Indian public sector in fashioning new alliances with foreign 
capital and technology. This is in perfect continuation of the ‘com- 
manding role’ played by the public sector in propping up the 
private sector with infrastructure, subsidised raw materials and 
intermediate goods, and by providing the bulk of share capital and 
cheap credit. 

Pepsi also brings out the true pattern of Indian industrialisation 
catering to the booming market of the emerging middle class. And, 
of course, Pepsi brutally explodes the myth of export-led growth 
and foreign investment in selected high-priority areas. As the chart 
(page 13) shows, it has joined the long list of multinationals in India 
which with meagre investment largely in the consumer goods sector 
have yearafter year siphoned off huge quantities of precious Indian 
resources through all sorts of channels. 


Budget ’91: 


quacks Quack! 


WHILE ANNOUNCING its unabashedly 
market-friendly new policy package, the gov- 
ernment has also added a footnote that care 
will be taken to provide a safety net for the 
vulnerable sections of society. Even in this 
age of ‘market worship’, none can dare deny 
that the market remains particularly hostile 
to the toiling masses. Theoretically speaking, 
the budget could be used to create a major safety net to correct the 
inherent distortions and imbalances of the market mechanism, and 


our ministers, establishment economists andthe mainstream media 
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would have us believe that such is indeed the character of the latest 
budgetary exercise. But can the budget go against the whole thrust 
of the policy package? Can the footnote chailenge the main text? 

Let us examine the official claims and media hype about the 
budget. 

e@ ‘The poor have been 

given relief.’ 

There could not be a big- 
ger falsehood. While food 
Subsidy has been raised by 
ameagre 7% (Rs. 150 crore), 
fertiliser prices have gone up te 
by 30% and to compensate atl 
the farm lobby for this rise in i), 
input cost, the government Mi / 
has assured it of a suffi- im oe 
cient rise in procurement prices of foodgrains. This would 
immediately nullify any possible impact of the increased food 
subsidy. Moreover, far from expanding the public distribution sys- 
tem (PDS) to the villages and including a most essential item like 
pulses, the budget has only raised the PDS sugar price by nearly a 
rupee a Kg. 

@ ‘It’s a soak-the-rich budget.’ 

On the contrary, it is yet another soak-the-poor-and-save-the- 
rich budget. The rise in excise duty on luxury items like motor cars, 
colour TV sets, VCRs and refrigerators -on which groundsections 
of the mainstream media have labelled the budget a soak-the- 
rich one, is slated to yield only a modest Rs. 325 crore in an 
estimated total excise rise of Rs. 2,277 crore. 

e ‘The accent is on direct taxes.’ 

False again. The estimated additional yield from income and 
corporation taxes is only around Rs. 1,300 crore, or just one-fifth 
of the corresponding figure for indirect taxes. True, the government 
has reintroduced the interest tax thereby raising the estimated yield 
from direct taxes by another Rs. 535 crore, but this will increase 
the nationalised banks’ cost of lending, arise which in the case 
of corporate sector will be directly passed on to the consumers 
through increased prices, while in agriculture and small sector, it will 
disrupt operations and depress wages. 
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Cominea Soon! 


‘The Debt Trap’ 


An Uncle Sam Production 


Sponsored by IMF 


_ Rumblings of Discord 


ATING the cake and having it too is a habit very hard for the Indian big business 

to give up. After years of sheltered growth under the benevolent ‘socialistic’ 
dispensation of the Nehru-Indira era, almost all sections of industry were of late 
lobbying hard for ‘opening up’, ‘decontrol’and a more ‘competitive’ market. But with 
the new economic package meting out equal and in cases more favoured treatment 
to foreign capital - for example, an Indian industrialist would need a licence for 
import of capital goods worth more than Rs. 2 crore while foreign industrialists 
have no such bar - the Federation of Indian Chambers of Commerce and Industry, 
considered more representative of domestic industry, has struck a discordant note 
questioning the wisdom of exposing the domestic market to unbridled foreign 
influence. The Associated Chambers of Commerce (ASSOCHAM), generally 
regarded as the voice of the foreign lobby and the main rival body against FICCI, has 
of course extended a hearty welcome to the new measures. Sections of Indian 
engineering and electronics industries are also quite wary of the new package. 

While the industry has expressed its reservations, the farm lobby has taken 
to the streets and has successfully forced the government into a 10% retreat on 
fertiliser rates. The rumblings of the farm lobby are quite audible within the ruling party 
too, not io speak of the Janata Dal and its regional allies. Even the BUP, the most 
ardent champion of the ‘free trade, free market’ philosophy, cannot remain totally 
insensitive to such rumblings. But given the essentially collaborationist character of 
Indian big business and the close economic and political nexus among the farm lobby, 
big business and foreign capital, such frictions cannot be considered as something 
fundamental. It must be remembered that V.P. Singh was a key architect of the first 
phase of economic liberalisation in the mid-80s and only last year his government had 
also tabled an essentiaily similar industrial policy which was put off at the end for 
reasons of political expediency. 

The real resistance to the shock therapy of structural reforms has to come from 
the worst hit people - workers, peasants, and other sections of the rural and urban 
poor - and the democratic and Left forces who are really concerned with national 
_ dignity and public welfare. 
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@ ‘It’s development-oriented.’ 


n(n ilar bss refused to add a paisa to the 
bn nuraremtio a! development. There is simply no thrust 

yment generation programmes while the defence 
budget has been granted another hike of Rs. 600 crore. Also, while 
the said unproductive non-plan expenditure is projected to rise 
by 15%, expenditure on assets has been allowed to ‘grow’ by a 
measly 2%. 

@ ‘It will mobilise black 

money for national use.’ 

A better term would be 
legitimise and not mobilise as 
black money holders have 
been granted a total amnesty 
for all deposits made in the 
National Housing Bank. Of this 
only 40% will go to a national 
housing fund while the rest 
will be washed white and re- 
Stored to the owners. In another sinister move, the budget also 
grants NRIs a free entry into the lucrative real estate business. 
Going by our past experience with similar offers to black money, the 
first scheme is only likely to prove a damp squib while the second 
will help black money holders pump a part of their unrepatriated 
wealth back home. 

Significantly, while all talk of providing a safety net has turned 
out to be a cruel joke, the budget has dutifully fulfilled the 
commitment made to the IMF to bring down the overall fiscal deficit 
to 6.5% of the GDP. This has been accomplished by slowing down 
the expenditure on creation and maintenance of assets and selling 
off 20% equity in selected profit-making public sector undertakings. 
On the other hand, major items of the government’s expenditure 
including the fund earmarked for payment of dearness allowances 
to large sections of government employees have not been adjusted 
forthe July devaluation, railway fare and freight hike, andthe higher 
rate of inflation. Whether it is just another accounting trick to 
understate the deficit or the government’s way of indicating an 
impending DA freeze for central government employees will be 
revealed in the coming months. 
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STRUCTURAL REFORMS: 
The Hidden Persuaders 


66 (-WWITE honestly we need the support of the IMF to restore international 

confidence in our economy at this juncture and to convince international 
commercial banks as weil as non-resident Indians that India is a viable entity.” 
Speaking these words was none else than Finance Minister Manmohan Singh 
while defending the budget on the floor of the Parliament. So forty-three years of 
‘independent economic development later, the country needs a certificate from a 
global lending institution to convince the world of its ‘viability’ 

Interestingly, along with the loan and the accompanying package of structural 
reforms, the Fund-Bank experts have also provided their Indian clients with free 
tips as to how to carry out. the conditionalities. In the pedagogic parlance of the 
World Bank, it is called the ‘art of reforms’. The Bank’s 1991 World Development 
Report discusses details of the ‘art’ like the timing, speed, scope and sequencing 
of the reforms. 

Consider the following excerpts from the Report: “The timing of reforms 
involves political considerations. New governments are in a strong position to 
initiate reforms. ... Economic and political crises are opportunities for radical 
change. In Indonesia, reformers designed their plan for liberalization well before 
the crisis of 1983. When the choice came to implement it, the homework had 
already been done.” More explicitly, “Rapid action can improve the political 
sustainability of reform ... Bold changes are especially necessary if a government 
lacks credibility. ... Adjustment usually occurs in a climate of crisis. 
Governments do well to capitalize on the broad, potentially snort-lived mandate 
for reform that crisis confers by front loading the reform programme.” 

So it is not sheer coincidence that the weakest of Congress governments 
since independence. has mounted the biggest ever onslaught of economic 
liberalisation from day one. Evidently, during the whole eighteen months of Singh- 
Shekhar governments, while the country was treated to the Mandal-Mandir opera 
and the longest ever elections, somewhere some people were busy with the 
‘homework’! 


The Way Out 


ONLY IMF! That is the current slogan of the 
ruling political, economic. and intellectual es- 
tablishment in the country. And the attempt is 
to desperately evolve a popular national con- 
sensus around this slogan. 

But are we really in ‘such a desperate con- 
dition? The fact is that we are not going to the 
IMF because of any specific national or inter- 
national development. We have not suffered any great natural 
calamity or any disastrous crop failure. We have not been at war. 
We are going to the IMF today because we went to the IMF in 1981, 
because we are hooked to following the economic line of IMF, 
because it has become a habit for the government to go to IMF to 
assure not just outsiders but also itself of its own viability. 

And naturally any suggestion of an alternative approach is 
treated with a mocking disbelief and even sheer derision. For 
instance, the note on an alternative policy approach circulated by 
the West Bengal Government was rejected outright. True, for 
’ reasons best known to it, the Left Front government of West 
Bengal places an unfounded optimism about reversing the outflow 
of NRI money through a ‘strong appeal’, for it is well known that the 
big NRIs generally serve as fronts for commercial lenders and carry 
on proxy operations on behalf of the. manipulative multinational 
capital. But nevertheless the note did raise quite a few valid and 
sensible points. 


é 
Humko 
INDIA MANGTA’ 


Here we present what could be the outline of a short- and 
medium-term way out of the.current economic mess and avoiding 
the lethal IMF package which is being thrust down our throats as 
the ‘only option’. 


IMMEDIATE STEPS ! 

@ Ask for a rescheduling of our outstanding 
debt-servicing obligations, failing which 
declare a moratorium on repayment of all 
debts for the next two years. 


@ Stop all imports of luxury consumer goods, 
drastically reduce the import of armaments, 
check import of capital goods also produced 
domestically, and hold down bulk imports 
to a minimum. 


@ Confiscate the assets of major economic 
offenders, bring back all Indian money 
stored abroad. 


THE MEDIUM-TERM RSE 


m@ Cramp Down ON 


IMPORTS. 
Contrary to popular impres- 
sion, the chief culprits behind 
the unprecedented inflation 
of our import bill are not oil 
and petroleum products and 
other essential consumption 
items like cereals, edible oil, 
: | pulses and sugar. The real 
villains are capital goods, export-related items and a vast 
number of assorted products dubbed in the import bill under the 
mysterious title “others”. Asample of ‘es-sential imports’ in this list 
includes perfumery, cosmetic, soap and polishes (Rs. 25 crore in 
1986-87), watches and clocks (Rs. 47 crore in 1987-88), foreign 
liquor (Rs. 200 crore) and so on! 
And thenthere is the import of armaments which is not even 


shown in official import statistics, but the Stockholm-based Interna- 
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tional Peace Research Institute reports that in the latter half of 80s 
India has emerged as by far the largest Third World importer of 
arms. During 1986 to 1988 Indian import of arms was very close to 
the combined arms purchase of even a warring Iraq and Iran. This 
absurdity must stop. In fact, the partial import curbs implemented 
by the Chandra Shekhar government, though half-hearted, did 
nevertheless bring about a marked improvement in our. forex re- 
serves without triggering off a recession in industries as prophesied. 

Oil and fertiliser imports can also be minimised by effecting 
appropriate shifts in our transport-and energy policies and 
choosing cost-effective and resource-efficient technology for our 
industry. Overthe years individualised, small and private transport 
have been promoted to the neglect of railways, a much more fuel- 
efficient and economical mode of transport. Neglect of electrifi- 
cation has led to a massive proliferation of diesel pumpsets and 
diesel-based captive power-generators. Then we flare up natural 
gas worth Rs. 2,000 crore a year, which could be effectively used 
as a fuel in many industries, for electricity generation in power 
plants, and as a feedstock in fertiliser and chemical industries. 
Many of the petro-based inputs now being used in chemical and 
other industries could also be easily replaced by coal-based inputs, 
for our coal rese'ves are far more comfortable than oil. 


@DecLtaRE War ON 


BLack Money 
The amount of direct taxes 
raised in Indiais scandalously 
low. Its share in total tax reve- 
nue (Centre, states and local 
bodies) has steadily declined 
from a reasonable 35% in 
8) | 1950-51 to anintriguing 14% 
: . LX AJ in 1988-89. Viewed interms 
of GNP, while the share of direct taxes has declined from 2.5% to 
2.4%, that of indirect taxes has risen sharply, from 4.6% to 14.5%. 
The picture of income tax collection can be best visualised from the 
following figures. In 1938-39 we had 2,72,000 people reporting an 
annual income above Rs. one lakh. And fifty years later, in 1988-89 
we have only 21 lakh people with a declared income of over Rs. one 
lakh. This when the value of the rupee has declined dramatically and 
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when we are witnessing a veritable consumerist explosion in the 
market. More incredibly, while in 1938-39, we had 17,841 people 
with a declared income above Rs. 5 lakh and 4,438 people above 
Rs. 10 lakh, in 1988-89 there were only 1,639 and 493 Indians 
respectively in these high-income brackets. 

Amazing, but this is the state of affairs inthe country. What is still 
more shocking is that while the government manages to deduct 
income tax directly from the salaries of employees and collect 
indirect taxes from every purchase made by the common man, large 
business houses get away even with a default of hundreds of crores 
of rupees, not to speak of the huge evasion of taxes. In 1990-91, 
there was a shortfall of of Rs. 1,314 crore in direct tax collection 
while in the case of indirect taxes the shortfall was only of the order 
of Rs. 303 crore. 

Another telling commentary on the nature of tax revenues is that 
the contribution of the agrarian sector has fallen from 7% in 1951- 
52 to apathetic 1.3% in 1988-89. On aglobal comparison, the Indian 
performance on the direct tax front (13.5% of total government 
revenue) stands out to be one of the poorest whether we compare 
it with Thatcherite Britain (38.8%) or Reaganomic US (52.5%), or 
nearer horne the Asian success-stories of Japan (67.2%) or South 
Korea (34.8%). Evidently, there is tremendous scope for raising our 
direct tax revenue through a better assessment and collection of 
existing taxes and new levies like taxes on ostentatious consump- 
tion, inheritance tax, emigration tax and the like. 


Mi REorRIENT GOVERN- 


MENT EXPENDITURE 
There exists avery strong 
case for a reasonable reduc- 
tion inthe currently unsus- 
tainable level of expenditure 
on defence and internal se- 
curity through a more sen- 
sible and realistic diplomacy 
with Pakistan and China, emphasis on finding political solutions 
to the problems in Punjab, Kashmir and North-East, improving the 
communal situation through an early negotiated settlement of the 
Ayodhya dispute, stopping the use of army in civilian affairs. A lot 
of saving could also be brought about by curtailing the overt and 
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covert subsidies benefiting the affluent and the corporate sector, 
and both economy and efficiency could be enhanced by promoting 
decentralisation of the operation of government departments and 
public sector undertakings and devolution of more power to the 
local bodies, fostering better formulation and implementation of 
development schemes. 

The additional resources thus raised both through increased 
revenues and economisation of expenditure need to be urgently 
channelised in a big way to fund large-scale programmes of rural 
development, irrigation and rural employment generation, espe- 
cially through schemes like food-for-work so as to reverse the 
growing budgetary tilt towards non-plan, non-productive expen- 
diture and accelerate the pace of creation of real income-generating 
assets. Accordingto a Planning Commission estimate anationwide 
employment guarantee scheme in 1990 would have cost the 
exchequer Rs. 13,000 crore. And think of it, this is just around 15% 
of the total black money accumulated every year! 


A Crow in 
Peacock Feathers? 


OUR GOVERNMENT of course does not 
accept the very existence of any IMF-laid debt 
trap or the fact that a package of IMF condi- 
tionalities is being imposed on us. Obediently 
implementing the IMF-World Bank blueprint 
of shock therapy, it is absorbed in capitali- 
sing on the climate of crisis and ‘the potentially 
7 short-lived, but broad mandate’ the crisis 
is assumed to have conferred on the government to thrust 
structural reforms down our throats. And the ‘reforms’, we are 
promised, wouldusherus into an era of rapid export-led growth and 
awaken all the slumbering potential of industrialisation In India to 
pitchfork the country from its present company of low-income €CO- 
nomies to the prestigious club of the newly industrialised Asian 
countries like South Korea, Taiwan, Singapore and Hong Kong! 

It is tragic that instead of comparing India with China, the only 
Asian country with which we can naturally and logically compare 
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ourselves, Indianrulers have started bracketing the second largest 
country of the world with city-states like Singapore and Hong 
Kong! We say the comparison with China is both natural and logical 
because of our broad similarity interms of population size and most 
other basic socio-economic indicators, and also because of the fact 
that ourtwo countries have followed two different paths to economic 
development. Like India, China is still regarded as a low-income 
Third World economy and yet, as the accompanying chart indicates, 
interms of many development indicators and quality of life, China 
has left us farbehind andis racing close to the standard of advanced 
nations. . 


e Population (in crores) 83.25 111.39 

® GDP (in billion US $) we inasgei22 417.83 

e Average % growth of per capita 1.80 5.70 
GNP (1965-89) | 

e Value-added in agriculture 71.34 133.93 
(in billion US $) 

e Value-added in manufacturing 43.51 141.58 
(in billion US $) 

¢ Exports (in billion US $) 15.52 52.53 

e External Debt (in billion US $) 62.50 44.85 

© Debt-GNP ratio (%) 24.00 10.80 

e Rate of adult literacy (%)! 43.00 69.00 

e Rate of female adult literacy (%)' 39.00 55.00 

e Daily calorie intake (per capita)? 2,104.00 2,632.00 

e Urban poulation (%) 27.00 53.00 

¢ Babies with low birth-weight (% )' 30.00 6.00 

e Under-5 female mortality rate 134.00 31.00 
(per 1,000 live births) 

® Under-5 male mortality rate (%) 118.00 41.00 
(per 1,000 live births) 

e Maternal mortality rate 500.00 44.00 

_(per 1,00,00 live births) 

@ Female life expectancy (years) 59.00 71.00 

@ Male life expectancy (years) 58.00 69.00 

@ Population per physician 4 2,520.00 1,010.00 


Figures all relate to 1989, except ' (1985), * (1988), *(1980), * (1984). 


Source: World Development Report, 1991. 
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The difference that stands out most glaringly in any comparison 
of the developmental profiles of China and India is that China has 
not only grown faster but more importantly, the gains of economic 
growth there have been distributed far more evenly while in India 
they have been monopolised entirely by the upper echelons of 
the society. Yet, all talk of equitable development and distributive 
economic justice has become taboo in India. Economic growth is 
worshipped as the sole idol and development is treated as the 
growth-god’s benign blessings trickling down to the community of 
believers. 

Even leaving apart the crucial distinction between growth and 
development, if we just look at the claims of establishment econo- 
mists from their own premise of emulating the South Korean and 
Taiwanese experience, we find any number of gaps in the whole 
framework. To take just one obvious instance, both South Korea 
and. Taiwan were recipients of abundant foreign patronage and 
aid, first from Japan in the first half of this Century and subsequently 
from the United States in the 50s. and 60s when the latter was 
obsessed with protecting its spheres of influence from the Socialist 
appeal of China and North Korea. The case of post-World War II 
economic reconstruction of war-ravaged Western Europe with 
abundant US aid under Marshall Plan also rested on the same 
political premise. The India of 90s is simply not placed in that kind 
of circumstances. However much we may agree to bend or crawl 
before foreign capital and technology, no industrial power is willing 
to leave an inch of its market or spend an iota of its economic 
surplus to sponsor economic growth in India. 


\g Lf 


The second and a more basic point to realise is that a crow can 
never aspire to become a peacock except through fundamental 
genetic changes. Putting on afew borrowed or stolen feathers will 
simply not help. There are five global lessons of growth which have 
to be learnt before letting our imagination fly wildly. 


@ No economy can take off without a vibrant 
domestic market. Export-led growth is sheer 
myth, more so for countries with a huge 
agricultural population. 


@ The key toa vibrant home market lies in ex- 
tensive land reforms, agricultural development 
and extension service. 


@ No country has grown without the right investment 
in its people, in the health, housing and education 
of its present and future citizens. 


@ Free market, free trade and perfect competition are 
plain lies, no economy has ever grown without 
substantial state intervention and protection of 
domestic industry and workforce from unequal 
foreign competition. 


@ All success-stories of economic growth are tributes 
to the strong patriotic or nationalist motivation 
of the people and government of those countries. 


And what is our record on 

these counts? 

Domestic Market: Indus- 
trial structure remains heavily 
import-dependent. Enormous 
potential of rural industriali- 
Sation virtually untapped. 
Monopoly stranglehold over 
market preventing decentral- 
ised and _ all-round growth. 
Commodities of mass con- 
sumption increasingly ignored. 


THEORY ee IT 1S 
IMPOR TED JF ROM HELA! 


NOTE £ FDR THAT MATES 

BUEN THIS TV's “ 
0 
jpMPoRTED, 


Rurat Rerorms: Out of a total operated area of 162.8 million 
hectares only 26 million hectares identified as ceiling-surplus, of 
which only 2.4 million hectares taken over and just 1.8 million 
hectares actually distributed. 95% loans of agricultural labourers 
and artisans still in the grip of private moneylenders. 

AGRICULTURAL DEVELOPMENT: 70% of Cultivated area without any 
irrigation facility. Low yield of crops and poor utilisation of arable 
land. Stagnation in output of pulses. Continued dependence. on 
import of edible oil. 

INVESTMENT IN PEoPLE: Of the total annual expenditure of central 
government, only 2.7% goes to education, 1.7% to health and 5% 
to housing, amenities, social security and welfare while defence 
gets 17%. 

Patriotic Motivation: Bureaucracy and elite still suffering from 
colonial hangovers with Swiss banks remaining the Mecca for 
Indian businessmen and emigration to the US, the ultimate dream 
of the academic elite. Cost of brain drain alone estimated at $ 
51 billion between 1967 and 1985. 


(onscience 
bought here. 

S pecial 
preference 
Indians. 


, 


Every Brain Has Its Price! 


No Passaran! 


EVIDENTLY, THE issue of an IMF loan is 
not just a question of finding a quick solution to 
an immediate crisis. IMF symbolises a strat- 
egy... The strategy which says self-reliance 
is out, independent industrialisation is out, 
social welfare is out. These are all gods that 
have failed. The new gods are capital, market, 
globalisation. And interestingly, the succes- 
sors of Gandhi and Nehru, and the neo-nationalist Ram-bhakts are 
all at one in their vigorous defence of this epochal wedding 
between ancient India and the new world order. 

Where would this strategy take us? Debt-trap is no longer a 
warning. We are now very much within it. And the noose will only 
get tighter with every passing day. However much we may hold out 
the red Carpet for foreign capital, and establishment economists 
may clamour for direct foreign investment as a less evil (or more 
lucrative?) alternative to the loan, trends are that international 
Capital would prefer to deal with India from a safe distance, with the 
help of the remote-controlled pincers of debt trap and unequal 
trade while reserving the direct investment option for havens closer 
to its heart, like the former socialist nations. 

And where do we go from the debt-trap? In a bid to get out of 
it, we desperately try to accelerate our exports. But with debt 
repayment obligations increasingly eating into our domestic 
investment potential and international market closing its doors to 
our limited manufacturing exports, we are pushed more and more 
into the export of primary commodities and virtually unprocessed 
raw materials and minerals at cheaper and cheaper prices. Yes, it 
is the classical colonial circuit of deindustrialisation. We are 
reduced to becoming just another source of cheap raw materials 
for the empires of the West and a happy hunting and dumping 
ground for their surplus capital and excess produce. In short, ade- 
industrialised neo-colony with little economic and political sover- 
eignty. 

This is not a piece’of alarmist fiction. This has been the fate of 
economies which were once far more successful and vibrant than 
ours. Even the World Bank’s own report ontrade reforms in India 
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NEW ECONOMIC PACKAGE 
_ Perilous Portents for Democracy 


O N June 2, 1991 the colour of cement in the small town of Dallain eastern U.P. 
was no longer grey. It turned red that day with the blood of more than 40 
workers of the UP Cement Corporation who succumbed to police bullets while 
protesting a move to hand over their unit to a private business house. 

As the IMF stranglehold over government policy grows stronger and the 
aggressive alliance between domestic big business and foreign multinationals 
starts celebrating its ‘new-found freedom’ with a vengeance, it is obvious that the 
trade unions and Indian workers are going to become the first and most direct target 
of the violence that underlies this freedom. Privatisation has already begun, and large 
sections of workers are threatened with the frightening prospect of wage freeze and 
retrenchment, though for obvious reasons these aspects of the new economic 
package have not been formally spelt out in the policy statements. 

But apart from direct repression and showdown, the ruling classes will also 
seek to browbeat and corner the workers and their trade unions through the trusted 
tactic of divide and rule. And here they are likely to utilise every division in the ranks 
of the working people - organised vs unorganised sector, employed vs unemployed, 
urban vs rural and so on and so forth. 

This will have to be beaten back with the counter-strategy of ynity-in-action, 
developing a fighting solidarity of workers of different trades and unions, between 
workers and peasants and among different segments of working people. Growing 


attacks on trade union and working class movemeri can only signal a general on- 
slaught on democratic rights. After all, autocratic South Korea has become the latest 
model for India’s ‘free-market democrats’! 


whose recommenaations we are now implementing, visualises the 
following scenario after five to seven years. GDP declines. The 
machinery output declines by anything between 10.5 to 16.6 per 
cent. So does the output of metals. Even the output of transport 
equipment and electrical appliances and electronics declines. Ag- 
ricultural output records a small growth of the order of 0.3 to 0.9 per 
cent. The output of minerals goes up by 1 to 4.3 per cent. 
Construction declines or at best remains stagnant. The service 
sector of course continues to grow. And the balance of payments 
crisis, to cure which the whole reformis ostensibly being carried out, 
remains unchanged at 3 per cent of the GDP. 

After all, in economic growth and development as in any ‘other 
field there canbe no substitute for internal dynamism which can only 
be unleashed through a keen and productive participation of our 
manpower and an intelligent utilisation of our natural resources 
and historic experiences and advantages. 

We are today standing at the junction of two roads. One road 
breaks the back of our industrialisation by pauperising the 
overwhelming majority of our people and. permanently converting 
our economy into a docile supplier of cheap raw materials and 
primary commodities and a helpless purchaser of costly manufac- 
tured goods fromthe developed industrial powers. The other road 
industrialises our national economy by revolutionising our agricul- 
ture and developing a broad-based industrial edifice on a solid agro- 
economic foundation and thus ensuring the optimum utilisation of 
our vast natural and human resources. 

One road leads to concentration and centralisation of economic 
and political power into a few hands. The other leads to economic 
and political democracy through equitable distribution and decen- 
tralisation. 

One road leads to abject submission to the imperialist economic 
and political order as just another pitiable appendage. The other 
allows us to interact with the world with our heads held high as a 
champion of anti-imperialist solidarity. 

One road leads to humiliation. The other redeems our national 
honour. 

One road invites slavery. The other freedom. 


THE TIME TO ACT IS NOW. 
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___ |THE SEMANTICS" 


(customs 


Beyond the Jargon 


Two years ago we called hima plain smuggler. Last year he became a FERA 
violator and now he is a gold importer and Non-Remandable Indian to boot! 


GLOSSARY: 


| Pine Beyond the 
ay ah Jargon 


AGRICULTURE: The mainstay of the country’s economy, agricul- 
ture in India is a sector riddied with paradoxes. | 

® Contributing a smaller and smaller share of national income 
every passing year.it continues nevertheless to employ the major 
share of the nation’s workforce. This implies that there is less and 
less of resources to be distributed among the vast and growing 
rural labour. 

® Despite recording major growth in foodgrains production inthe 
past decade and becoming ‘self-sufficient’, per capita availability 
of foodgrains is still far short of the minimumper capita nutritional 
requirements. 

e Even this per capita availability is just a hypotheical concept. 
The real availability for toiling masses is much less as more and 
more foodgrains are sold through open market and _ the public 
distribution system is increasingly relegated to the background. 

@ After decades of land reforms, millions of acres still remain 
concentrated in afew hands denying the rural poor the right to their 
own land. On the other hand, in many parts of the country small and 
marginal farmers driven to pauperisation are joining the ranks of 
agricultural labour selling off or renting out their lands to big farmers. 

@ While the big landowners and farmers in rural India have seen 
unprecedented prosperity due to the green revclution the 
contribution of agricultural sector to national tax revenue has 
declined drastically. 

@ In a nation with not enough foodgrains to feed its people the 
pattern of crops being cultivated is shifting away from cereals and 
pulses to cash crops needed for exports and processed food items 
like jam, jelly, tomato sauce and potato chips. 
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Indian Agriculture: Some food for thought 


1950-51 1960-61 1970-71 1980-81 1989-902 

TOTAL PRODUCTION 

(in milion tonnes) 
Foodgrains 50.8 82.0 108.4 129.6 170.6 
Cereals 42.4 69.3 96.6 119.0 158.0 
Pulses 8.4 12.7 11.8 10.6 12.6 
Oilseeds 5.2 7.0 9.6 9.4 16.8 
Per Capita DAILY 
AVAILABILITY (in gms) 
Cereals 334.2 399.7 417.6 416.2 438.4 
Pulses 60.7 69.0 9 Se 36.5 
GROSSIRRIGATEDAREA 
»(million hectares) 22.6 28.0 38.2 54.1 58.0" 
pas % of cropped area x 18.3 23.0 28.8 32.8" 


Pus.ic DISTRIBUTION 

(as % of Gross | 

Foodgrains Output) _. 16.8 6.1 bd 10.1 8.9 
CONTRIBUTION OF | 

AGRICULTURE (in%) 


To GDP 55.8 45.8 45.2 38.0 30.0* 
To Employment 72.1 72.7 72.1 68.7 eat 
To Taxes TO OB 2.1 1.0 uti 


@ = Provisional * = 1987-88 figure * = 1989 figure from World Development 
Source: Govt. of India Economic Survey, 1990-91 Report 1991 
CMIE publications, Statistical Outiine of India (Tata Services Ltd) 


LAND SCANDAL : Distribution of Operational Holdings 


SIZE OF HOLDINGS % SHaRE IN NUMERICAL TERMS = % SHARE IN AREA TERMS 
] : 1970-71 1980-81 1985-86 


Marginal — 51.0 565 580 elie Fe eae 
(below1) 

Small 18.9 18.0 18.2 11.9 14.1 15.5 
(1-2) 

Semi-medium 15.0 14.0 13.6 18.5 21.2 22.2 
(2-4) 

Medium 11.2 9.1 8.2 29.7 29.7 28.7 
(4-10) 

Large 3.9 2.4 2.0 30.9 22.8 20.5 
(10 and above) 


‘ ’ 
Source: Statistical Outline of India (Tata Services), 1989-90 55 


BLACK ECONOMY 


The Dark Invader 


HE case of the black economy in India is a sordid example of how the cynical 

y ft that it pays to be corrupt and dishonest is actively nurtured by those 

in authority themselves. Consider the following chain of events that has been going 
on endlessly in this country ever since Independence: 


Govemment imposes direct taxes only a small section pays up direct 
on income and wealth and indirect taxes, while top industrialists and 
taxes on.goods to fund development traders evade taxes with impunity 


instead of cracking down on black the black economy grows parallel to 
money govt offers to wash it white, the legal white economy, sapping it 
the hidé-and-seek game goes on of its very lifeblood and dynamism 


On the external front, too, the situation is the same. Both exporters and 
importers have for years been bleeding the Indian economy white through various 
means like under-invoicing exports and over-invoicing imports stashing away 
precious foreign exchange abroad. Using hawala operators corrupt politicians and 
industrialists regularly transfer large sums of money to bank accounts abroad. Indian 
agents of foreign companies (a Ja Bofors) are paid a substantial part of their 
commissions abroad directly resulting in a net loss to the Indian economy. And what 
does the government do? Under the pretext of attracting investments and tapping 
these illegal sources it shamelessly pleads with these anti-national swindlers to 
return money stolen from the country, assuring them in the tone of a sick father 
searching his absconding son, ‘come back, all will be forgiven’! 

The third dimension of the black economy in the country is smuggling. While 
gold, silver and electronic items have long been favourites with the mafia dons whe 
operate smuggling networks with the help oftheir patrons in government, thanks 
to the recent devaluation and the hike in costs of normal import, the smuggling of 
other products is also likely to go up in a big way. 

The only solution to the black economy problem is a politically and morally strong- 
willéd government taking stern steps to ensure the implementation of laws and 
initiating punitive action against the offenders. But then how is one to expect a 
government propped up by the very same criminals to bite the hand that feeds them. 


@ Size of the black economy: 20% of GDP, i.e., over Rs. 1 lakh crore 

® Profit from illegal imports of gold and silver in 1990: Rs. 1,560 crore 

® Estimated flight of capital between 1971 and 1986: $ 28.6 billion or 
71% of the external debt piled up over this period 


Proaress Report on LAND Minimum Per Capita 
REFoRMS IN 45 Years or FREEDOM FRREQUIREMENT RECOMMENDED AS 
(Figures in million hectares) Di—eTARY NORMS BY THE INDIAN 
Total Cultivated Area 1628 Council OF Mepicat RESEARCH 


Estimated Surplus 26.0 
Area Taken Over 2.4 egies sike tine” 
Actuai Redistribution 1.8 


In fact, the picture of land concentra- Sea nape 

tion in India today is worse than in China fitty | @Adult Man 
years ago. According to a 1937 study of China, a) Moderate work 570 
57.1% of rural households were estimated to b) Heavy work 730 
hold 23.5% of the cropped land while the | » Adult Woman 
richest 2.6% owned 28.7%. In today's India, a) iris workin! 495 
the smallest 76.2% holdings account for b) H biaea 
28.6% of the cultivated area while 20.5% land hgayy one 28 

is locked in the top 2% holdings. PULSES 47 
Se 


BALANCE OF PAYMENTS: This is an account of the net econo- 
mic transactions made by a country in relation to other countries. 
The transactions include exports and imports as well as transfer or 
receipt of funds and assets in various other forms like in our case 
remittances by Indian workers employed abroad and outflow of 
Indian resources on account of profit and royalty for foreign capital 
and technology operating in India and payment of interest and 
repayment of principal for our external debt burden. India’s balance 
of payments situation has always been precarious since Independ- 
ence indicating continued economic dependence on and vulnera- 
bility to external forces and factors. Since the beginning ofthe 
‘liberalisation’ era the situation has become far more alarming. 


BLACK ECONOMY: See box. 


BUDGET: Presented to the Parliament usually 7: the enc. of 
February every yearit is an account of the government's estimated 
spendings and earnings for the forthcoming financial year (April- 
March) and also a statement of the actual revenues and expenses 
of the outgoing year. The earnings come basically through taxes, 
revenues of government organisations like the railways and Post 
and telegraph, and through domestic and external. borrowings. 
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The expenditures are incurred in running various government de- 
partments and financing the five year plans. 

Taxes again are of two types - direct and indirect. The former 
is levied on wealth orincome andthe latter collected through excise 
duties and sale taxes on widely consumed products and customs 
duties on import. Naturally, direct taxes are collected more from the 
rich while indirect taxes pinch the pockets of the common man. 

A shortfall in revenue against the government’s expenditure is 
called a deficit. Most widely talked about today is the ‘fiscal deficit’ 
which is basically the difference between what the government 
plans to spend in aparticular year including debt repayments and 
the total revenues it hopes to collect for this purpose frem all its 
usual sources excluding external and internal borrowings. The 
bigger the gap, the more the government will have to borrow or print 
money or boih to make ends meet. 

Some of the salient features of the Indian budget in recent years 
have been: 

® Falling share of direct taxes in total revenue and increasing 
dependence onindirect taxes which means the government and its 
institutions like bureaucracy and army run more on the common 
man’s hard-earned income than. on the rich man’s share of profit. 

® Rising non-plan expendiiure which:means more and more 
money is. being spent on non-developmental areas such as 
defence, subsidies, maintenance of a huge bureaucracy and inter- 
est payments for growing debts. } 

@ Rising deficits indicating the government's utter failure in 
collecting the right revenue from the right source as also in econ- 
omising its own operations. 

@ Falling share of resources transferred to the States showing 
increasing control of the Centre over the national economy leading 
to unwanted redtapism and arbitrariness in formulation and execu- 
tion of developmental projects. 

® Diminishing relevance of the budget presentation itself with the 
growing practice of raising revenue through extra-budget hikes in 
prices of key items like coal, steel, petrol etc., declaring major policy 
measures like devaluation and new trade and industrial policies 
outside the budget framework and rampant manipulation of budget 
figures in order to present a rosy picture of the economy. 
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Economic Development: Nipped in the ‘Bud’ get 


1980-81 1987-88 1990-91 * 


ToTat OuTLay(Rs. crore) 36,845 1,12,169 1,76,191 
TAX REVENuE (Rs. crore) 19,844 56.976 89,183 
of which | 
DiREcT Taxes (Rs. crore) 3,268 7,483 13,047 
INDIRECT TAXES (Rs. crore) 16,576 49,493 76,136 
SHARE OF DiRECT TAXES (%) 16.5 13.1 14.5 
SHARE OF INDIRECT TAXES (%) 83.5 86.9 85.5 
CENTRAL BUDGET 
Developmental Share (%) 60.9 54.7 92.2 
Non-Developmental Share(%) 39,12 45.3 47.9 
Interest Payments (Rs. crore) 2,253 10,702 19,215 
Budget Deficit (Rs. crore) 2,477 5,816 10,772* 
Fiscal Deficit* (Rs. crore) 8,540 27,044 43,331* 
States’ Share in Central 34.6 32.2 30.9* 


Revenue (%) 


“= all figures in this column refer to budget estimates, except * which are actual 
estimates and * which pertains to 1988-89  @ = these are 1981-82 figures 
Source: Economic Survey, 1990-91, India Database 


CREDIT RATING: This is the index of acountry’s ability to pay back 
its debts to global lending organisations. The index is evaluated 
by international credit-rating agencies which keep a watch onthe 
‘investment worthiness’ of nations around the world. In the begin- 
ning of the last decade India had a good credit rating which enabled _ 
the government to borrow foreign exchange at will in international 
markets and pay the growing import bill ofthe country. Butin August 
last year one of the leading credit rating agencies, the New York- 
based Moody’s suddenly downgraded India’s credit-rating sharply 
setting off a chain of similar downgrading by several other 
agencies. According to some observers the earlier rise and recent 
crash in our credit-rating are all part of a devious design to draw 
the country into a dangerous debi-trap. 


DEBT TRAP: A country can have two kinds of debt- external and 
internal. The former refers to the amount of loans to be repayed to 
lenders abroad while the latter is the money owedto lending sources 
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within the country. Debt Servicing refers to the amount paid by a 
debtornation annually to its creditors on account of both the principal 
and accumulated interests. 

. After depending for years on aid in the form of grants and soft, 
Le., low-interest and relatively unconditional loans, inthe eighties 
India emerged as a major borrower of funds from commercial 
sources in international markets. The country is also borrowing 
funds by giving highinterests and lot of other incentives to attract 
short term deposits in Indian banks from non-resident. Indians. 
While the official figures put the debt in 1990-91 at nearly Rs 99500 
crores, taking into account the Rs 20,000 crore in NRI deposits, the 
Rs 30,000 crore in the form of other short term borrowings and 
various other kinds of external liability of the government, total 
external debt exceeds a whopping Rs 175,000 crore or 70 billion 
dollars. 

Similarly, spurred on by wasteful expenditure on several counts 
the government's internal debt has also increased by a phenomenal 
six and a half times since 1980 and according to official figures 
themselves is likely to touch Rs 171,635 crore by the end of 1991. 
Including other liabilities like employees’ provident fund and small 
savings deposited in banks or in the custody of the government the 
actual amount of current internal debt of the government is esti- 
mated by others to be as high as Rs 319,779 crore. 

The foreign debt crisis facing the country can be best under- 
stood if one compares the growing servicing cost of external debt 

-to the earnings through exports every year. This year the debt 
“servicing to export earning ratio is expected to be over 30% or 
nearly one-third of revenues through exports. 20% is regarded as 
the safety limit beyond which the country falls into the:debt-trap. 


DEVALUATION: This refers to a reduction in the value of national 
currency against foreigncurrencies. In India recently the value of the 
rupee was brought down by 22 percent vis-a-vis currencies like the 
US dollar, British pound, German mark and the Japanese yen. This 
step was part of the standard IMF prescription for debt-ridden 
economies and is done inthe name of making the domestic products. 
cheaper for buyers abroad so as to promote exports and hence 
the inflow of foreign exchange with which to repay outstanding 
debts. But exports and imports, being dependent on a lot of other 
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domestic and international factors, often do not respond favourably, 
and inthe bargain the devaluing country only ends up selling cheaper 
and purchasing dearer while the burden of foreign debt records an 
automatic rise. 


DWINDLING VALUE OF INDIAN RUPEEINTHE GLOBAL MARKET 
Rupees per-- 1950-65" 1966 1971 1981 1985 1991@ 1992 


U.S. Dollar 476 €36 7.50 866 12.37 26.10 30.14 
German Mark 1.14 159 215 3.83 420 14.49 18.48 
Pound Sterling 13.34 17.81 18.26 17.56 16.03 41.86 54.10 
100 Yen 1.32 1.77 2.18 3.93 5.19 19.01 2283 


* = The value of Indian Rupee remained virtually constant till the first devaluation 
took place in June 1966. ©=Ason 4th July, 1991 after the second round of 
drastic devaluation. 


ECONOMIC GROWTH: See box on page 63. 


EXPORT-LED GROWTH: This is a doctrine which says that a 
nation’s economy can grow rapidly if only it can manage to raise 
its exports ina big way. The most commonly cited ‘success stories’ 
of this strategy are the four newly industrialised ‘Asian tigers’- 
South Korea, Taiwan, Singapore and Hong Kong - whose rapid 
growth is attributed to their allowing exporters, both domestic and 
multinational, afree hand along with liberal government incentives 
_and support. 
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Actually this is nothing more thana Sweeping and misleading 
generalisation of the experience of thinly populated small port states 
whose economies were also to a large extent propped up. by the 
United States for geo-political reasons. A big country like India with 
avast agricultural population can Only grow by first concentrating on 
the full development of its domestic market. Yet in the vain hope of 
export-led growth, Indian government has already dutifully deval- — 
ued the rupee and virtually handed over the entire economy to 
domestic big business and foreign multinationals through its new 
trade and industrial policies. So far the outcome has been that while 
exports are growing too Slowly to pull up the rest of the economy, 
imports have assumed alarming proportions pushing the country 
into adebt-trap. In other words, the dreamof export -led growth has 
turned into the nightmare of an import-bred disaster. 


1960-61: 1970-71 1980-81: 1990-91? 


TOTAL IMPORTS (Rs. crore) 1,122 1,634 12,549 50,000 
Crude oil and products 69 136 5,264. 10,500 
Capital goods 356 404 1,910. 10,400 | 
Fertilisers BEE! 86 818 6,000 
Pearls & Precious Stones 1 25 417 4,500 
lron & Steel 123 147 2,500 
Torta Exports (Rs. crore) 643 1,535 6,711 42,000 
Gems & Jewellery - 1 45 618 6,000 
Readymade Garments 1 29 550 ich 
Agricultural & Allied Products 284 487 2,057 vad x 
Engineering Goods 22 198 827 nc 
Leather & Manufactures 28 80 390 ; 
lron Ores 17 117 303. 1,300 
TRADE DEFiciT (Rs. crore) 479 99 5,838 rer0oP 
Source: Economic Survey, 1990-91; 
CMIE data. 


P = Provisional figures for 1990-91, * = provisional figure for 1989-90 
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DEBT OVER THE ’EARS 


el 1950-51 1960-61 1970-71 1980-81 1990-91" 
Internal Debt Burden (Rs. crore) 2022 3978 7,466 30,864 1,71,635 


External Debt Burden (do) 32 1001 7,224 11,298 99,458 
Interest Paid on Foreign Debt (do) 1.6 251 171.4 231.2 4,042 
Debt Servicing Charge (do) 23.8 119.4 450 803.9 9,630 


* = Pre-devaluation Government figures. There is , however, huge discrepancy 
between the government's figures and data released by the World Bank, — 
The World Bank report puts India’s debt burden atamuch higher level. 
INDIA’s Date with Debt 


Moderately Severely 


NoRMSFORINDEBTEDNESS Indebted _Indebted India’s Case 

Criteria Country Country — 4980 ~——«1989 
Debt/GNP (%) 50 30-50 11.9. 23.9 
-Debt/Export (%) 275 165-275 170 258.4 
Debt-Servicing/Export (%) 30 18-30 9.2 26.3 
Accrued Interest/Export (%) 20 12-20 3.4 14.2 


RK LAXMANTHE TIMES OF INDIA 


IF ANYONE ASKS JUST Say 
NOBODY TLRSTED OUR 


ARMS. We TWISTED THEM 


FOREIGN EXCHANGE: 
2 { 
Frozen, Flying and Floating! 
— \oaefs 7 K THESE DAYS the government is always complain- 
ot ae - ; fem 'ng of a foreign exchange crunch. We are told that we 
ale” Save do not have adequate foreign exchange to foot our 
@ import bill for even a month or honour our immediate 
debt repayment obligations in the world market. 

Well, let us start from,the other end of the story. 
‘ We have a staggering 12.15 billion dollars of ‘frozen’ 
forex in the form of unutilised foreign aid. The other 
Bat sider: day the Rajya Sabha was informed by the Minis- 
: ee = terofState for Finance that this huge quantity of soft 
loans. from the World Bank and the International Development Agency, meant 
mostly for pending projects in the fields of irrigation, thermal power, railway 
electrification, dairy development and road transportation is lying unused due to delay 
j and the government's inability to release matching rupee funds. 

There is also an abundance in another variety of foreign exchange, the ‘flying’ 
forex. An estimated 5 billion dollars of foreign exchange are illegally siphoned away every 
year from the country to ‘safer havens’ abroad. There are four major routes through 
which this flight of capital takes place: 

(a) cash transfers through the hawala market where foreign exchange is illegally 

' bought and sold, 
(6) trade misinvoicing which means both an understatement of the export earnings 
_ and overstatement of the import bill, 

(c) kickbacks or commissions paid into secret bank accounts of agents of foreign 

companies as in the case of the Bofors deal, and 

(d) transfer of funds through banks (like BCCI) from one country to another. 

According to a study made by the Department of Revenue Intelligence on the 
basis of figures for the 1984-88 period, every year the country loses an estimated 

@$ 2,150 million of forex through hawala remittances, 

© $ 1,200 million through under-invoicing of exports and 

©$- 700 million through over-invoicing of imports, 

®$ 400 million due to non-repatriation of export earnings, 

®$ 500-million through payments by foreign tourists to unauthorised dealers and 
©$ 50 million through onward smuggling of articles. 

Clearly then, the government's concern for forex is not about utilising the frozen 
forex and stopping the wasteful interest payments on unutilised ioans. Catching the 
flying forex is also not on the government's immediate agenda. The government simply 
wants a ready and adequate fund of foreign currency, which we may call the ‘floating’ 
' forex, to ensure an uninterrupted spree of imports. 
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GATT: Acronym forthe General Agreement on Tariffs and 
Trade, itis an international forum meant ostensibly for promotion of 
world trade through a reduction of trade barriers and abolition of 
preferential trade agreements. The two major trade barriers are 
tariffs like custom duties which render import economically prohibi- 
tive and quotas which place physical restrictions on the volume of 
specific imports from specific countries. But like most other interna- 
tional bodies, the GATT too has been virtually hijacked by the US, 
the biggest trading country in the world to armtwist other nations, 
especially those from the Third World, into opening up their domestic 
markets to American capital and commodities. 


GROSS DOMESTIC PRODUCT (GDP): A measure of the total 
flow of goods and services produced within the economy every 
year. This is obtained by computing the value of the total output of 
goods and services at market prices. The word domestic is used 
to distinguish it from Gross National Product (GNP) which apart 
from domestic production also includes the total foreign trade of the 
country during the year and inflows and outflows of funds in various 
other ways. In 1989-90, India’s GDP at current market prices stood 
at Rs. 3,95,143 crore (measured at 1980-81 prices, it immediately 
becomes half, Rs. 1,97,419 crore), while the corresponding value of 
GNP was Rs. 3,92,524 crore (Rs. 1,95,237 crore at 1980-81 prices). 
So, our GNP is Rs. 2,619 crore less than GDP showing that we are 
a net loser in international transactions. 

Another similar term used is the Net National Product or 
what is also called national income which is derived from the GNP 
after making adjustments for the wear and tear.and fall in values of 
various fixed assets of the country. In 1989-90, India’s national 
income at current prices was Rs. 3,46,994 crore (Rs. 1,74,798 crore 
at 1980-81 prices. 

These terms are used as broad measures of the status of a 
nation’s economy with higher GDPs and GNPs supposedly indicat- 
ing greater development. But hidden behind these figures are often 
factors like massive inequalities in the distribution of income, imbal- 
ances among various economic sectors and geographical regions, 
reckless squandering and criminal neglect of precious natural and 
human resources, all of which tell considerably on the nature and 
level of economic development. 
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SECTORAL DistRiBuTION OF GDP AND EMPLOYMENT 


esses sss 


. 1951 
AGRICULTURE ey 


a) % Share in GDP 55.8 45.0 


b) % Share in Employment 72.1 72.7 
INDUSTRY | . 


a) % Share in GDP ie spear a 
b) % Share in Employment 10.7 10.6 
SERVICES 
a) % Share in GDP 29.0 33.6 
b) % Share in Employment 17.2 1:71 


1971 1981 
45.2 38.0 
72.1 68.7 
21.9 25.9 
1.2 13.5 

32.9 36.1 

16.7. 17.8 


EMPLOYMENT IN ORGANISED SECTOR 


Employment in Public Sector got 

a) Number (in lakhs) 7.05 

b) % Share in Org. Sector 58.3 

_ C) Annual Growth Rate (%) 1 
Employment in Private Sector 

a) Number (in lakhs) 5.04 

b) % Share in Org. Sector 41.7 


c) Annual Growth Rate (%) - 
Employment Figures for the 
Entire Organised Sector 
a) Number (in lakhs) 12.09 
b) Annual Growth Rate(%) --- 


1971 1981 1988 


10.73. 15.48 18.33 
61.4 67.7 71.2 
3.4 2.7 0.8 


6.74 7.40 7.42 
38.6 32.3. 28.8 
0.9 2.3 0.8 


17.47. 22.88 25.75 
2.4 2.6 1.4 


. ats | hereby promise you 


ens 
seat py oe WORKed 


wage 
ASN se 


Number of persons on 
live registers of- . 
employment exchanges 


HARD CURRENCY: Acurrency which is easily tradeable for goods 
and services and other currencies in any part of the world. For 
instance, the US dollar has universal acceptability as a hard cur- 
-rency. However, inrecent years, the Japanese yen is fast dislodging 
the dollar from its traditional position of global pre-eminence. The 
IMF, however, generally uses a combination or basket of curren- 
cies which is called a Special Drawing Right (SDR). At present, 
the value of 1 SDR is a little more than 1 US dollar. 


HOT MONEY: Funds which flow into a country to take advantage 
of higher interest rates prevailing there. InIndia non-resident Indians 
have beendepositing such ‘hot money’ because of the government 
offering them special rates of interest and various concessions. The 
major danger with such deposits isthat often this money is borrowed 
fromotherbanks abroad and is a front for Indian investors with illegal 
foreign exchange. These deposits can also be withdrawn at very 
short notice suddenly depleting the government's foreign exchange 
reserves. 


INDUSTRY: Like agriculture; industry in India is also ridden with 
ironies. Here are some of the major ones. 

@ While India boasts of being one of the largest industrialised 
nations in terms of volume and also variety of output, in terms of 
cost, quality and management, Indian industry is highly inefficient. 

®@ While the share of industry in GDP is now almost equal to that 
of agriculture, industrial employment is only a small fraction com- 
pared to the workforce engaged in the agricultural sector. In other 
words, our industrial structure is highly capital-intensive while the 
country is short of capital and surplus in labour. 

® Our industry is still largely dependent on foreigntechnology, 
foreign funds and imported inputs. This dependence has been 
particualrly aggravated in the eighties due to the policies of 
liberalisation. 

® Consumer durables has been the fastest growing industrial 
segment in recent years which signifies a sharp shift away fromthe 
production of essential goods needed by the masses of ordinary 
working people to luxury and consumer products for the consump- 
tion of the Indian elite. 

® While the concentration of assets in the hands of the top 
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industrial houses has continued relentlessly the number of industries 
turning sick and the number of workers thrown out of employment 
has also risen atrociously. 


® Far from snapping the umbilical chord between trade and 
industry, large sections of Indian industrialists still prefer to operate 
in the twiligtit zone between production and speculation. Given half 
a chance many of our industrialists would close down their factories 
and embark on real estate business instead. 


Top 20 Business Houses: The Expanding Family 


ASSETS (inRs. crore | Rs. crore 
POU NAME Tere ee Oe na ES ToRH ent gb9 
BIRLA 589 1,692 «6,974 590 2162 6852 
TATA 642 1,840 6,621 693 2,390 6780 
RELIANCE ui 971 3244 ie 315 1,207 
JK SINGHANIA 121 520  —- 1,829 104 552 «1.587 
THAPAR 136 430 1,763 155 590 1,493 
MAFATLAL 184 535 «1,297 191 798 - 1,688 
BAJAJ 63 215 1,228 83 318 1,170 
MODI 58 242 = 1,192 94 425 —- 1,828 
LARSEN & TOUBRO 79.220 1,130 56 180 1,214 
MA CHIDAMBARAM toe ARE BORD -—- .. 29° 747 
TVS lvENGAR 51 227 929 82 309 1,081 
_HiNDUSTAN LEVER 78 247 925. 188 610 2,510 
ocr. 134 343 909 94 270 730 
SHRI RAM 121 269 799 176 =) deta Bb 
I.T.C. get: “a 742 237 mw . 1,797 
Unitep BREWERIES 36 is 716 ABN aha 726 
on i 135 338 674 149 417. 1,239 
BANGUR 125 281 657 143 446 772 
KIRLOSKAR 86 398 633 71 429 719 
WALCHAND 99 202 626 103 285 686 


INDUSTRIAL SICKNESS * = data related to 1980 Source: CMIE 


Time NUMBER - QUTSTANDING BaNk CREDIT 
Period — Type of UNIT (in Rs. Crore) 

LARGE MED SMALL TOTAL LARGE MED SMALL TOTAL 
Dec 1980 409° 992 23,14 24,55C 1,324 178 306 . 1,808 
Dec 1985 637 1,186 1,17.783 1,19,606 2,655 220 1,071 4,271 
June 1988 = 1,915 @ 2,17,436 2,19351 4947 @ 1,980 6,927 
Mar 1990 2,269 @ 2,18,828 2,21,097 6925 @ 2427 9,352 


_ @= data included in Large Units ~ ' 69 


PERFORMANCE OF THE CENTRAL Pus.ic SECTOR 


1980-81 1985-86 1989-90 
No. of Running Enterprises 163 211 233 
Capital Employed (in As. crore) 18,207 42,965 84,437 
Net Profit after Tax (in As. crore) --203 1,172 3,782 
Net Profit to Capital Employed (%) --4-4 27 45 
Employment (in lakhs) ~ 31.95 33.29 33.89 
Contribution to Public Exchequer es -.. 9,061 18,252 

(in Rs. crore) 5 

Changing Choices of the Indian Consumer 
PRODUCTION Unt 1970-71 1980-81 1989-90 * 
Automobiles ’000s 87.9 121.1 351.1 
Two-wheelers '000s 97 447.2 ~ 1,740.9 
Refrigerators 000s 87 290 1,050 
Television sets '000s 40 435 1,273 
Synthetic fibres f million Sq. 951 1,350 4,146 
Cotton cloth metres 7,602 8,368 12,738 
Cament { million 14.3 18.6 45.8 
Steel castings tonnes 62 71 236 
Bicycles '000s 2.042 4,189 6,658 
Radio sets 000s 1,704 1,734 668 


Source: Economic Survey, 1990-91 


MARKET CONCENTRATION IN INDUSTRIES 


Parnes share of top four firms in 1989-9 
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INFLATION: Inflation in simple terms is the rise in prices of various 
goods over a period of time. Basically this may be caused due to two 
broad reasons: (1) due to the ‘cost push’ given to the prices of key 
inputs like petrol, coal, steel etc. by the government which translates 
into an escalation of prices all around, and (2) due to increase in the 
Supply of currency circulating inthe economy resulting in ‘too much 
money chasing too few goods’. For example the money supply in 
the economy is increased whenever the government faced with 
shortage of funds to balance its expenditure resorts to the easy way 
out by simply printing more currency notes for its use. 

But a close examination of the economy reveals a number of 
additional culprits: (1) the large amount of credit given to the 
corporate sector in the past decade which has also enormously 
increased the money supply inthe economy, In fact in 1989-90 the 
private sector had borrowed Rs. 22,630 crore from banks as against 
a borrowing of Rs. 19686 crore by the government, (2) the indiscrimi- 
nate increases in indirect taxes affecting prices of essential 
commodities, and (3) the entry of vast amounts of black money 
in the trade of various goods and increased speculation in real 
estate. 


MOVEMENT OF PRICES and INCOME over PLAN PERIODS 


OndPlan 3rdPlan 4thPlan 5thPlan 6thPlan 7th Plan 
1956-61 1961-66 1969-74 1974-79 1980-85 1985-90 


Consumer Prices 5.3 6.5 is 6.3 7.4 8.3 
Per Capita income 19 a 11 2.9 3.1 3.3 
Money Supply: 5.3 9.6 13.6 9.5 14,7 D5 


Gross Bank Credit 12.1 bal 16.9 19.2 17.8 16.1 


Paisa, Yeh Kaisa! Source: Economie Survey, 


1990-91 


PURCHASING 
Power OF Rupee. 
(with 1960 as base) 
Year Value in Paisa 


1960 100.0 
1970 54.3 
1980 25.6 
1989 12.2 
1991 22.1 


Source: Statistical Outline of India 71 


(Tata Services), 1989-90 


IMF-WORLD BANK 


The Deadly Duo of 
Debt Imperialism 


IMF IS the abbreviation for International Monetary. 
Fund. And the full name of World Bank is the 
International Bank for Reconstruction and Develop- 
ment. As implied by their names, the two organisa- 
tions have a formal difference in their functions. The 
Fund is more in the nature of a general sending 
agency while the Bank arranges loans for specific 
projects and also monitors the development and 
working of such schemes. But the two are not only 
twins, they also work in tandem. r 
The inception of these twin organisations in. 
1945 through an international conference at a place called Bretton Woods in the United 
States was an integral part of the global realignment of forces after the Second World 
War. Though these organisations have a multilateral appearance and composition and 
their funds come from the contributions of various member countries, in reality like 
the United Nations these two organisations are also controlled by the big industrial 
powers, the United States in particular. 

In the garb of promoting international economic coperation, the Fund-Bank nexus 
has proved itself to be the most trusted custodian of the interests of the imperialist - 
economic order. The IMF has in fact emerged as the supreme arbiter of the global loan 
market. and attained complete mastery in the art of influencing the economic policies of 
the debtor country with a meagre amount of debt. For instance, the share of our 
borrowings from the IMF in our total external debt was only 4.75% in 1980 and went up 
toa peak of 14.78% in 1983 before declining to sheer 2% by 1990. 

The combine has several ways of playing this game. Apart from crude methods 
like direct intervention and imposition of conditionalities, it also uses subtler but 
often more effective means like educating and training Third World economists and 
administrators who then ‘independently’ steer their own economies along the Fund-Bank 
path. What is particularly galling about the Fund-Bank sermons to the developing coun- 
tries is that the combine maintains a totally different standard for the industrial powers. 
For example, since the mid-80s the US has emerged as the world’s largest debtor 
nation running up an external debt of over $ 650 billion by 1990. Further, its internal debt 
is currently an astronomical $ 3,336 billion while since 1984 its trade deficit has averaged 
over $ 100 billion annually. And yet, as the Cuban leader Fide! Castro put it a few years 
|- ago, ‘the IMF never sends its experts to the White House to correct its most incredible 

deficits despite. its location just a few blocks away from the IMF headquarters in Wash- 
ington’. 


INTELLECTUAL PROPERTY RIGHTS: This refers to the view 
that inventions, research and development constitute ‘intellectual 
properly’ and any use of such work should entail payment of 
royalties or fees like in the case of actual material property. The 
advanced nations led by the United States have been insisting that 
all developing countries sign the treaty concluded at the Paris 
Convention which lays down the norms for protecting patents 
for expertise and technology developed in different parts of the 
world. India along with several other third world nations was put on 
the Super 301 and Special 301 lists by the United States whereby 
- exports from these countries were threatened with severe restric- 
tions for allegedly not protecting the rights of ‘intellectual property’ 
of the United States. | 
Sighing the Paris Convention would mean that Indian farmers 
will have to pay royalty to the Americans for using high yielding 
variety seeds and Indian drug companies would have to shell out 
huge sums of money as patent fees for manufacturing even the 
simplest of medicines. While the U.S. makes a lot of noise about » 
protecting its own ‘intellectual property’ it keeps silent on tne billions 
of dollars that third world nations lose annually due to the westward 
migration of their professionals. Maybe it is time the Third World 
started demanding ‘royalties’ from the West for the phenomenal 
siphoning of resources and valuable knowledge during the entire 
colonial era and now the on-going brain drain in the age of neo- 
colonialism. 


Brain drain costs India $51 billion 


to educate a scientist or engin- per cent and the five leading 987 full time students ure 
eer and their average produc- sources of this talent were from Asia. In the University 
LONDON, APRIL 14 tivity, India transferred $51 India, Britain, Taiwan, Poland of Texas 205 of 355 civil engin- 

INDIA transferred over $51 billion in human capital to and China. eering students are non-Ameri- 
billion in brain power to the the United States between 1967 The UN Conference on Trade cans. At some universities 
United States and other West- and 1985. and Development (UNCTAD) foreign applications out: 
| ern nations between 1967 to Professor Alan meses cro found A ge aaveloping et wel er Pi 
| 1985, according to a study by Professor John Pratt of countries 20 per cent’ to ere 
| two leading British paamate. University of Surrey, in their 70 per cent of their annual the US that so few Americans 
‘ The study said that when study said that industralised output of doctors. Over the take to higher studies who 
skilled people like engineers nations, most notably the Unit- last two decades, the number are driven away by the pe 
and scientists move to other ed States, encourage the influx of Americans earning ad- years and near-poverty that 
countries they take with them of scientists to meet their vanced degrees has declined, go with graduate study. 
all the capital invested by the growing demand. ae empty seats that have Also, Americans 


out . 5 = of 
| state resulting in a brain drain. The study also found that been mn filled by foreigners. make the grade because 
the Doctoral earned lack of motivation and training 
The capital referred to here is betwéen 1974 and 1988 degrees by is “a 


educatior number of immigrant scien- non-citizens jn 1972 was 15 
nf neta deg id tists and engineers in ie per cent and in 1989 it was 26 level. The drop has been steep- 


Exports  egtimate that by United States doubled to 10.5 2 cent. In New Jersey Insti est in technology and hard 
adding the money that it takes grolljaig aerate arly 3 tute of Technology, 734 out of sciences.—ANI 
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LIBERALISATION: This is the term used to describe the process of 
removing curbs and controls on domestic and foreign industry inthe 
economy. Initiated by Mrs Indira Gandhi in the early eighties after 
the first IMF loanthis policy was pursued vigorously by Rajiv Gandhi 
from 1985. While the removal of red tape and bureaucratic controls 
over the economy is always welcome, in India this has meant 
basically unrestricted freedom for domestic big business houses 
and foreign multinationals to reap super-profits and for the social 
elite to buy all the consumer goodies they want with borrowed 
foreign exchange while at the same time shackling the common 
people in the prisons of unemployment and poverty. 


THE ‘EXPERTISE ’ OF EXPLOITATION 
U.S.A. U.K. Germany Japan Italy France NRIs 


Collaborations 


Approved 
1970-71 41 39 28 15 8 7 9 
1980-81 125 425" 4.00 34-25 24 ar 
1986-87 130° 189 © 183 111-56 39 25 
1988-89 134-191 178 9% 53 GOES OODE 
Investment 
Approved 
(Rs. crore) 
1970-71 048 0.02 013 0.74 - - ~ 
1980-81 224 071 046 064 028 0.54 oe 
1986-87 29.31 0. tle. C016 4 bee, eae 2.05 7.9 
1988-89 97.13 13.93 ' 30.99 17143 27.86 11.78 16.80 


Source: CMIE 


THE ACQUISITIVE CLASS 


% of 18-30 year olds living in households © 
| owning the following consumer durables 


REFRI- 
RATORS 


Source: PATHFINDER Survey 


MULTINATIONALS: These are giant size companies with assets 
and production bases spread over several nations outside their 
parent country. Many of the multinational corporations, or MNCs as 
they are commonly called, today have turnovers larger than the 
gross national products of many third world nations. For example 
ITT, one of the largest US multinationals has 700 subsidiaries in 


67 countries on 6 continents and alone accounts for one third of 
USA's balance of payments. 


Swindling the ‘Natives’ 


1970-71 1980-81 1986-87 

No. of Collaborations Approved 183 526 957 
Investment Approved (Rs. crore) 24.52 99.23 
Total Remittances Abroad (Rs. crore) 95.26 a 

| : 204.15 813.50 

of which 
Technical knowhow fee (Rs. crore) 20.63 104.93 358,40 
Interest Payment (Rs. crore) ; 12.80 22 32 318.90 
Dividends (Rs. crore) 43.48 55.92 85.50 
ot "a 
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a aod Lyla i They are people of Indian origin living 
Greactvemitng mae as employees, professionals or businessmen. 
in recent years has identified NRIs as a potential 
source of investment in the country and offered a number of 
incentives including as in'the present budget a scheme whereby 
they can deposit any amount of funds in Indian banks without any 
questions being asked about the origin of the money. While . 
genuine and patriotic-minded NRIs should no doubt be encouraged 
to contribute to national development, in actual practice many NRIs 
are nothing but fronts for Indians with black money or for smooth 
operators abroad looking for concessional NRI avenues to enter the 
lucrative Indian market. | 
POVERTY LINE: Poverty in India has been defined as that situation 
in which an individual fails to earn income sufficient for bare means 
of subsistence. Poverty line is a cut-off point used to quantify the 
extent of poverty. One indicator used is the calories of nutritional 
intake of a person with the cut-off point calculated as 2250 calories 
per person per day. Using such narrow criteria the Indian govern- 
ment has been claiming that the percentage of poor in the total 
population has been steadily declining. The absurdity of consider- 
ing nutritional intake alone as a criteria to determine poverty is 
evident from the fact that other vital inputs such as shelter and 
clothing have not been taken into account. 

Ironically, while on the one hand the Indian ruling elite is trying 
to model its own standard of living along the consumption patterns 
of the affluent West, it refuses to redefine the concept of poverty line 
in India which is really nothing more than sheer starvation line. \n 
monetary terms, a family of four in the US is regarded poor if its 
earnings are below $ 11,000 a year or $ 900 (i.e., more than Rs. 
20,000) a month. In India, in sharp contrast, for a household of 

‘five the Planning Commission put the poverty line at an annual 
income level of Rs. 9120 in urban areas an 
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DUNKELSPEAK! 


URUGUAY 
ROUND : 


TRIPs : 
TRIMs : 
GATS: 
PARIS CON- 
VENTION : 


SPECIAL 301: 


Eighth round of multilateral Trade Negotiations being held 
under the auspices of GATT. Since the round was launched 
in Punta del Este in Uruguay (in September 1986), it bears the 
name Uruguay Round even if meetingsof this round are held 
in Geneva or elsewhere. The round, launched primarily at the 
initiative of the US. and Japan, saw the GATT purview being 
extended to trade in services and various aspects of 
domestic policies including patent laws, treatment meted out 
to foreign investment and subsidies given to various groups 
of producers. . 

Trade-Related Intellectual Property Rights 

Trade-Related investment Measures 

General Agreement on Trade in Services 

Multilateral economic. treaty for the protection of industrial 
property,dealingwith patents, trademarksand designs. Founded 
in 1883 by 13 members, mainly the imperial powers and 
their satellites. 

A clause in the United States Omnibus Trade and Competi- 
tiveness Act, 1988, under which India has been put on 
"priority watch” list since June 1989. The threat was carried 
out on April 30, 1992, when Indian exports of drugs and 
pharmaceuticals were struck off the duty-free list for India’s 
alleged violation of US intellectual property rights. 


In Uncle Dunkel’s regime ... 


—_ 


< tor « > 


The calf born of a patented cow would belong not to the 
farmer but to the company that bred the cow. 
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GATT TALKS 
Don’t Say Uncle to Dunkel 


[' the Gulf War was business through other means for the US and its allies, the 
latest attempt to impose a loaded ‘globally uniform’ trade regime on the Third 
World is just war masquerading as commerce. After years of stalemate at the 
Uruguay Round of GATT negotiations (which began in 1986) the Western lobby has 
put forward GATT Chairman Arthur Dunkel’s proposals for common trade rules as 
the final ‘take-it-or-leave-it' package before a divided and dependent Third World. 

Unlike in the past when GATT negotiations were confined to inter-country 
trade issues, the Dunkel proposals bring within their fold subjects of domestic 
policy like patent laws, subsidies provided to farmers and exporters and 
investment and banking practices, thereby undermining the freedom of individual 
countries to choose internal policies of their liking, 

The implications of succumbing to the pressure to conform are grave for India. 

a) The country’s existing patent laws will have to be changed to grant product 
patents instead of just process patents as at present. This will prevent Indian manu- 
facturers from producing domestically any product patented abroad, making 
imports inevitable and pushing up prices especially in the vital area of medicines. 

b) The government will lose all control over the working of patents . This means 
that the production of items of national and social importance will be left to the whims 
of the patent holders, and that too foreign ones. 

c) India will have to cut down subsidies to farmers or face penalties. This will 
increase the cost of agricultural inputs and push medium and poor farmers out of 
work with dangerous implications for the nation’s food security. 

 d) The patenting of seeds and plants will force Indian farmers to pay royalties 
every time they sow anew crop and make the country's agriculture totally 
dependent on multinationals. 

e) The proposals do not give India any advantage in its two areas of strength 
vis-a-vis other nations ie., textiles and services in terms of increased access fo 
Western markets. while India will have to give MNCs a free hand in entering the 
domestic market without imposing any obligations on them. 


~- ULS.. 
PATENTS OFFICE 
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PROTECTIONISM: The practice of imposition of barriers by a 
government through tariffs or quotas to restrict inflow of imports 
into the domestic economy. While the developed countries are 
pressurising developing nations through forums like GATT and IMF 
into opening up their markets they themselves are zealously 
guarding their own domestic markets. behind increasingly 
protectionist barriers. 


SERVICES: These include a whole array of governmental and 
private activities in the fields of administration, law and order, 
defence, construction, banking, insurance, education, culture, 
advertising, media, tourism and the like. The original role of the 
service sector was that of a lubricant for the economic machine 
moving on the wheels of agriculture and industry. However in India 
there has been a totally disproportionate swelling of the service 
sector with little relation to the actual requirements of the 
economy and society. And again within the service sector basic 
needs like housing, healthcare, education and social welfare get 
the least attention whiie administration, defence and internal secu- 
rity corner the lion’s share of funds. 


SECTORAL DEPLOYMENT OF BANK Creoit 


OUTSTANDING AS ON 
(in Rs. crore) 


March 1988 i. March 1990 

Public Food Procurement 2,190 2,006 
Other Wholesale Trade 3,598 5,879 
Export 3,917 8,272 
Agriculture 12,009 16,612 
Industry, of which 35,973 53,889 
Small-scale 10,820 15,615 
Large & Medium 25,153 38,274 

Net Credit to Commecial Sector 70,953* 1,69,957¢ 
Net Credit to Government Sector 50,343* 1,38,289¢ 


* = figure for March 1985 , ® = figure for March 1991 
Source: Economic Survey, 1990-91 
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STOCK EXCHANGE: A market where shares and securities ot 
various companies are bought and sold. This institution which has 
become a key symbo! of capitalist economies is basically a 
mechanism through which companies raise funds ostensibly for use 
in setting up new industries and improving existing ones. It is also 
supposed to bea forumiorthe general public to invest its savings 
and. earn interest and dividends according to the performance 
of the company whose shares they have bought. In actual practice 
it is found that brokers and industrialists who can manipulate the 
stock market make more money out of indulging in speculative 
selling and buying than by using the money for generating profits 
through production. 


SUBSIDIES: Subsidies are compensatory payments made by 
government agencies to producers and traders of goods and 
services with a view to hokiing the concerned prices below a 
specified level. For example the fertiliser subsidy paid to fertiliser 
manufacturers is supposed to enable them to sell the product 
at below production costs to farmers: Scrapping of subsidies has 
always been a standard prescription of the IMF. Butthe realproblem — 
is that the bulk of subsidies in India are not properly targeted. For 
-example, not even half of the total subsidy on education is spent on 
primary education. Only 20% ofthe subsidy on health services and 
one-third of the subsidy on water supply, sanitation and housing 
flow to the rural sector which houses 75% of the overall population 
and also the majority of the population below the poverty line. 

According to a study commissioned by the Planning Commission 
onthe subject in 1987-88, the actual volume of subsidies was a 
phenomenally high Rs. 43,324 crore which is almost 15 per cent of 
the country’s GDP. The same year howeverthe government showed 
atotal subsidy bill of only Rs 5,892 crore in its budget. The question 
that the IMF and its pet economists cunningly evade is who gets 
these huge ‘hidden subsidies’ and why is nothing being done to stop 
the criminal drain and misuse of this public money. | 
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Welfare: INDIA AND THE WORLD 


ae EARNINGS PER 
B 
ayonet | EMPLOYEE 
and the Average growth rate per year 
between 1980-88 
Budget THAILAND 6.3% 
(Some Budgetary INDONESIA 6,0% 
Expenses, in Rs. Crore) | 


5.0% 
MALAYSIA 4.4% 
INGIA 3.4% 


PAKISTAN 
| Food 
Defence Police Agriculture Subsidy 
3,867 1,163 $1980-81} 981.5 650 
2,544 11985-8611,825.9 1,650 
5,220 11990-91}3,802.5 2,200 Source: World Development 
Report, 1991 . 


Source: Economic Survey, 1990-91, CMIE 


Gentral government expenditures World trends and India 
Sweden Germany Italy USA Brazil: S. Korea India 


as % of GNP 40.6 29.0 479 23.0 306 169 177 
Education BF OT 8S a 1B* SS BS tee 
Health 4.0 3.518.3 11,3 129% BF. 20. 37 
Social Security s59 49.4 «38.6 29.3 21.0 99 50 

and Welfare 


Source: World Development Report, 1991 
INDIA’S RANK IN THE WORLD 


Geographical Area 7 
Population 2 
Gross National Product 1 
Per Capita GNP 159 
Exports 38 
Import of Weapons 1 
External Debt 

Army of the Jobless j 
Contingent of lterates _ 
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Uncle Dunkel American star 
Don't we know what you are 
Just a trap to squeeze us tee 
Patent our genes and leave us tod 
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